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 Solvency II level 2 draft implementing measures[footnoteRef:2]Draft Delegated Acts [2: 
] 

THE EUROPEAN COMMISSION,
Having regard to the Treaty on the Functioning of the European Union,
Having regard to […][footnoteRef:3], and in particular Article […] thereof, [3: ] 

, and in particular Article […] thereof,
Whereas:
[Initial 
[…]

[governance]
(101) Good governance is the basis for effective and sound management of insurance and reinsurance undertakings as well as a key element of the regulatory framework. The system of governance of an insurance and reinsurance undertaking shall be based on an appropriate and transparent allocation of oversight and management responsibilities to provide for an effective decision making, to prevent conflicts of interest and to ensure effective management of the undertaking. 
(102) A basic principle of good governance is that no individual should have power over decision making without any form of control. Therefore, prior to implementing any significant decision concerning the undertaking, at least two persons should review that decision.	Comment by Ecofin: Four eye principle
(103) In order to ensure the proper functioning of the risk management system, actions taken by insurance and reinsurance undertakings shall include establishing, implementing, maintaining and monitoring practices and procedures appropriate to the undertaking's risk management policy, with regard to key areas of the undertakings' business.
(104) Insurance and reinsurance undertakings should have an appropriate internal controls in place in order to ensure that all persons with operational and oversight responsibilities act in accordance with the undertaking's objectives and in compliance with applicable laws, regulations and administrative provisions.
(105) In order to ensure an economic valuation that is reliable, accurate and in compliance with Article 75 of Directive 2009/138/EC, it is important to establish and implement an appropriate internal control system for the valuation of assets and liabilities of insurance and reinsurance undertakings, including an independent review and verification of the information, data and assumptions used. 
(106) In order to ensure that the valuation of technical provision is carried out in compliance with Articles 76 to 85 of Directive 2009/138/EC, the system of governance of insurance and reinsurance undertakings should include a validation process of the calculation of technical provisions. 
(107) In the context of the system of governance, in order to ensure independence, a person or organisational unit carrying out a function should be able to carry out the related duties objectively and free from influence and to report relevant findings directly to the administrative, management or supervisory body. In order to be fully independent, as required for the internal audit function, a person or organisational unit performing such a function should, in addition, not assume responsibilities for more than one function. 
(108) In order to enable supervisory authorities to take timely remedial measures where necessary, insurance and reinsurance undertakings should, in a timely manner, notify the supervisory authority of information regarding all persons who effectively run the undertaking or are responsible for other key functions and other information needed to assess the fitness and propriety of these persons. However, acknowledging the need to avoid undue burdens on insurance or reinsurance undertakings or supervisors, the notification by insurance and reinsurance undertakings should not imply pre-approval by the supervisory authority. In the event that the supervisory authority concludes that a person does not comply with the fit and proper requirements set out in Directive 2009/138/EC, it should have the power to require the undertaking to replace that person. 
(109) In order to assess the reputation of the persons who effectively run the undertaking or have other key functions, the past conduct of those person should be examined to see whether this those persons may not be able to effectively discharge his duties in accordance with the applicable rules, regulations and guidelines. Information regarding past conduct may be information that is sourced from criminal or financial records. A person’s past business conduct could provide indications as to that person’s integrity.
(110) In order to ensure that the outsourcing of functions or activities is done in an effective way and does not undermine the obligations that insurance and reinsurance undertakings have to comply with under Directive 2009/139/EC, it is necessary to provide for requirements on how to choose the service provider, on the written agreement to be concluded and on the ongoing verification that the insurance or reinsurance undertaking has to perform on the service provider. 
(111) Remuneration policies and practices which provide incentives to take risks that exceed the approved  risk tolerance limit of insurance and reinsurance undertakings can undermine the effective risk management of such undertakings. It is therefore necessary to provide for requirements on remuneration for the purpose of the sound and prudent management of the business and in order to prevent remuneration arrangements which encourage excessive risk-taking.
[capital…]. add-ons]
[Initial capital…],
(112) The specification of the circumstances in which capital add-ons may be imposed and the methodologies for their calculation should ensure that the use of capital add-ons is an effective and practicable supervisory tool for the protection of policy holders and beneficiaries through the calculation of a Solvency Capital Requirement which properly reflects the overall risk profile of the insurance or reinsurance undertaking. Capital add-on amounts have a numerically positive value. The specification should also take account of the need to develop consistent and common approaches for similar circumstances. To this end reference percentages and limits are of use but should not detract from the main objective of setting add-ons appropriate to the insurance or reinsurance undertaking in question.
[extension of the recovery period]
(113) For the purpose of the application of Article 138(4) of Directive 2009/138/EC, in deciding whether to declare the existence of an exceptional adverse situation affecting insurance and reinsurance undertakings representing a significant share of the market or affected lines of business, EIOPA should take into account all relevant factors at the level of the affected market or line of business, including those set out in this Regulation. 
(114)  For the purpose of the application of Article 138(4), in deciding whether to extend the recovery period and in determining the length of such an extension for a given insurance or reinsurance undertaking, subject to the maximum of seven years set out in Article 138(4), the supervisory authority should take into account all relevant factors which are specific to the undertaking, including those set out in this Regulation.
 [public disclosure]
(115) Insurance and reinsurance undertakings are required by Directive 2009/138/EC to disclose publicly information on their solvency and financial condition. Detailed and harmonised requirements regulating the information which must be disclosed and the means by which this is to be achieved are appropriate so as to ensure equivalent market conditions and the smooth operation of insurance and reinsurance markets throughout the Union, and to facilitate the effective integration of insurance and reinsurance markets throughout the Union.
(116)  The application of the proportionality principle in the area of public disclosure should not result in insurance and reinsurance undertakings being required to disclose any information which would not be relevant to their business or not be material. 
(117) Where references are made to equivalent information disclosed publicly under other legal or regulatory requirements, these should lead directly to the information itself and should not be a reference to a general document.
(118) Where supervisory authorities permit insurance and reinsurance undertakings, in accordance with Article 53(1) and (2) of Directive 2009/138/EC, not to disclose certain information, such permission shall remain valid only for as long as the reason for non-disclosure continues to exist. When such a reason ceases to exist and only from that date onwards, insurance and reinsurance undertakings shall disclose the relevant information.
 [supervisory reporting]
(119) Directive 2009/138/EC requires Member States to ensure that supervisory authorities have the power to require all information which is necessary for the purposes of supervision. An essential part of that information is the information which must be submitted to the supervisory authorities on a regular basis.
(120) Detailed and harmonised requirements regulating the information which must be submitted on a regular basis and the means by which this is to be achieved should be adopted to ensure effective convergence in the supervisory review process carried out by the supervisory authorities. 
(121) The information which insurance and reinsurance undertakings have to report regularly to the supervisory authorities comprises the solvency and financial condition report. In addition, they should submit the regular supervisory report which contains the information, additional to that included in the solvency and financial condition report, which is necessary for the purposes of supervision. For the benefit of both the insurance and reinsurance undertakings and the supervisory authorities, these two reports should follow the same structure.
(122) On the basis of a risk assessment of the insurance and reinsurance undertaking in accordance with Article 36 of Directive 2009/138/EC, supervisory authorities may require an annual submission of its regular supervisory report. When this is not the case and insurance and reinsurance undertakings submit their regular supervisory report only every 3 years, they should nevertheless inform annually the supervisory authorities of any major developments that have occurred since the last reporting period.
(123) Quantitative and qualitative information should be disclosed or submitted to the supervisory authority on a regular basis in the form of a narrative report and quantitative templates. Quantitative templates should specify in greater detail and supplement, where appropriate, the information provided in the narrative report. The report and templates should provide sufficient information, additional to the information already presented in the solvency and financial condition report, to the supervisory authorities to enable them to fulfil their responsibilities under Directive 2009/138/EC but should not result in unnecessary burden for the insurance and reinsurance undertakings. The scope of quantitative templates that have to be submitted on a quarterly basis should be narrower than the scope of quantitative templates to be submitted on an annual basis. 
(124) The application of the proportionality principle in the area of supervisory reporting should not result in insurance and reinsurance undertakings or branches established within the Community being required to submit any information which would not be relevant to their business or not be material.
 [supervisory transparency]
(125)  Criteria and methods for the supervisory review process should be disclosed. These should cover the general means and measures supervisory authorities employ to review and evaluate compliance with the requirements set out in Article 36(2) of Directive 2009/138/EC and in particular to assess the adequacy of the risk management of  insurance and reinsurance undertakings as well as their ability to withstand  adverse events or changes.
(126) The disclosure of aggregate statistical data under Article 31(2)(c) of  Directive 2009/138/EC is intended to provide general information on national insurance sectors as well as on important activities of the supervisory authorities themselves. Relevant information should cover data related to both quantitative and qualitative requirements, together with aggregate national data reported in comparable terms over time.
(127) 93 [IM8]In order to ensure comparability of supervisory disclosure, there should be a defined list of the key aspects of the application of the prudential framework on which aggregated data are to be disclosed by supervisory authorities as a minimum.	
[SPV]
(128) Where a special purpose vehicle assumes risks from an insurance or reinsurance undertaking and is established in a Member State which is not the Member State in which the insurance or reinsurance undertaking is established, there should be close co-operation between the supervisory authorities of both Member States. 
(129) The exposure of the special purpose vehicle should always be limited in order to ensure that the special purpose vehicle has assets that are equal to or exceed its aggregate maximum risk exposure. 
(130) Where a special purpose vehicle assumes risks from more than one insurance or reinsurance undertaking, that special purpose vehicle should remain at all times protected from the winding up proceedings of any one of the other insurance or reinsurance undertakings which transfer risks to the special purpose vehicle.
(131) Assessments of fit and proper requirements for shareholders or members having a qualifying holding in the special purpose vehicle and for persons who effectively run the special purpose vehicle should, where relevant, take account of similar requirements applying to insurance and reinsurance undertakings. 
(132) The transfer of risk from the insurance or reinsurance undertaking to the special purpose vehicle and from the special purpose vehicle to the providers of debt or financing should be free of any connected transactions which could undermine the effective transfer of risk, for example contractual rights of set-off or side agreements designed to reduce the potential of actual losses incurred as a result of the transfer of risk to the providers of debt or financing to the special purpose vehicle.
(133) In order to ensure that the inclusion of future payments does not undermine the effective transfer of risk from the insurance or reinsurance undertaking to the special purpose vehicle, it is important that the non-receipt of payments does not negatively affect the basic own funds of the insurance or reinsurance undertaking. In determining that there is no scenario in which this could occur, the undertaking should consider all scenarios contemplated in the contractual arrangements and any other scenarios, unless the likelihood that those other scenarios will occur is excessively remote.

[group solvency]  
(134) Directive 2009/138/EC requires the calculation of the solvency at the level of the group to be carried out in accordance with method 1 (accounting consolidation-based method), unless its exclusive application would not be appropriate. The group supervisor should, when assessing whether method 2 (deduction and aggregation method) should be used instead of – or in combination with – method 1, consider a number of harmonised relevant elements. One such element is whether the use of method 1 would be overly burdensome, and the nature, scale and complexity of the risks of the group are such that the use of method 2 would not materially affect the results of the group solvency calculation. In ascertaining, for these purposes, whether the use of method 2 would materially affect the results of the group solvency calculation, method 2 should be compared with method 1 using the aggregated group eligible own funds and the aggregated group Solvency Capital Requirements calculated in accordance with Directive 2009/138/EC and not with solvency requirements laid down in an equivalent third country.	Comment by Ecofin: Equivalence issue not solved – still requires comparison of calculation Method 1 and Method 2 cf. Art. 230 and 233
(135) Directive 2009/138/EC provides that, where supervisory authorities consider that certain own funds eligible for the Solvency Capital Requirement of a related insurance or reinsurance undertaking cannot effectively be made available to cover the Solvency Capital Requirement of the participating undertaking for which the group solvency is calculated, those own funds may be included in the calculation only in so far as they are eligible for covering the Solvency Capital Requirement of the related undertaking.  In this context, supervisory authorities should, when considering whether certain own funds of a related undertaking cannot effectively be made available for the group, base their decisions on whether there are any restrictions which affect either the fungibility of the corresponding own fund items (i.e. whether they are dedicated to absorb only certain losses) or their transferability (i.e. whether there are significant obstacles to moving own fund items from one entity to another). For the purpose of this assessment, supervisory authorities should pay particular attention to any minority interest on the eligible own funds covering the Solvency Capital Requirement of a related insurance or reinsurance undertaking, insurance holding company or mixed financial holding company.
(136) In order to ensure that the policy holders and beneficiaries of insurance and reinsurance undertakings belonging to a group are adequately protected in the case of the winding-up of any undertakings included in the scope of group supervision, own-fund items which are issued by insurance holding companies and mixed financial holding companies in the group should not be considered to be free from encumbrances unless the claims relating to those own-fund items rank after the claims of all policy holders and beneficiaries of the insurance or reinsurance undertakings belonging to the group.
(137) Appropriate rules should be provided at the level of the group for the treatment of special purpose vehicles. In this context, special purpose vehicles as defined under Directive 2009/138/EC and which either comply with the requirements therein or are regulated by a third country supervisory authority and comply with equivalent requirements, should not be fully consolidated.
(138) The calculation of the best estimate of technical provisions at the level of the group in accordance with method 1 (accounting consolidation-based method) should be based on the assumption that the sum of the best estimate of the participating insurance or reinsurance undertakings and a proportional share of the best estimate for its related undertakings, each adjusted for intra-group transactions, is approximately the same as the amount that would result from calculating the best estimate for the consolidated insurance and reinsurance obligations at the level of the group in accordance with Articles 75 to 86 of Directive 2009/138/EC. In particular, where best estimates of third-country insurance or reinsurance undertakings are used in that calculation, those best estimates should be assessed in accordance with Articles 75 to 86 of Directive 2009/138/EC. 
(139) The calculation of the risk margin of technical provisions at the level of the group in accordance with method 1 (accounting consolidation-based method) should be based on the assumption that the transfer of the group's insurance and reinsurance obligations is carried out separately for each insurance and reinsurance undertaking of the group and that the risk margin does not allow for the diversification between the risks of those undertakings. In relation to undertakings referred to in Article 73(2) and (5) of Directive 2009/138/EC, the calculation should be based on the assumption that the transfer of the portfolio insurance obligations for life and non-life activities is carried out separately.	


[group internal models]
(140) In the context of Article 230 of Directive 2009/138/EC, it is necessary to ensure that the approval of internal models for the calculation of the consolidated group Solvency Capital Requirement are granted in a manner consistent with the provisions set out in that Directive on the approval procedure of internal models used at individual level, including the technical standards referred to in Article 114(2) of that Directive. 
(141) In the context of Article 231 of Directive 2009/138/EC, in order to ensure that the group supervisor and the other supervisory authorities concerned effectively cooperate and make an informed decision on whether to permit the use of the same internal model to calculate the consolidated group Solvency Capital Requirement as well as the Solvency Capital Requirements of insurance and reinsurance undertakings in the group, it is necessary to set out provisions on the documentation needed and on the procedure for the joint decision on the application.
(142) The approval of an internal model for the calculation of the consolidated group Solvency Capital Requirement granted on the basis of Article 230 of Directive 2009/138/EC should not influence any future permission under Article 231 of that Directive . In particular, any application for permission to calculate the consolidated group Solvency Capital Requirement together with the Solvency Capital Requirement of a related insurance or reinsurance undertaking in the group on the basis of an internal model already approved under Article 230 of Directive 2009/138/EC should follow the procedure laid down in Article 231 of that Directive. 
(143) Groups should apply for permission to use a partial internal model for the calculation of the consolidated group Solvency Capital Requirement, when only some of the related undertakings are included in the scope of the group internal model, or in relation to the limited scope referred to in Article 112(2) of Directive 2009/138/EC, or in relation to a combination of any of them. 
(144) In order for an internal model used only for the calculation of the consolidated group Solvency Capital Requirement to be widely used in and play an important role in the system of governance of the group, the output of that internal model should be used by insurance and reinsurance undertaking whose business is fully or partly in the scope of the internal model. In this context, these undertakings should not be required to meet the use test requirements as if they were using that internal model for the calculation of their Solvency Capital Requirement. the requirement to meet the use test for these undertakings should be limited to the output of that internal model and for the purpose of a consistent implementation of the risk management and internal control systems throughout the group.  
[groups with centralised risk management]
(145) In assessing whether the conditions set out in Article 236 of Directive 2009/138/EC are satisfied, the group supervisor and the other supervisory authorities concerned should take into account a number of harmonised relevant criteria in order to ensure harmonised supervision of group solvency for groups with centralized risk management. 
(146) For the purposes of ensuring close cooperation between all supervisory authorities concerned, Articles 237 to 240 of Directive 2009/138/EC assign to those supervisory authorities a number of rights and duties, including rights and duties on the exchange of information in the supervision of insurance and reinsurance undertakings that are subsidiaries of other insurance or reinsurance undertakings and are subject to centralised risk management at the level of the parent undertaking.. In order to achieve such an efficient cooperation, it is essential to harmonise the procedures applicable to the supervision of such insurance and reinsurance subsidiaries.
(147) In case of the deteriorating financial condition of a subsidiary under a centralized risk management, Article 239(2) of Directive 2009/138/EC requires the relevant supervisory authority to discuss any measures to be taken within the college of supervisors save in emergency situations. In order to clearly determine when an emergency situation has arisen, the supervisory authority having authorised that subsidiary should take into account a number of harmonized criteria. 
 [colleges]
(148) The college of supervisors should be a permanent platform for coordination among supervisory authorities, fostering a common understanding of the risk profile of the group and of its related undertakings and aiming at a more efficient and effective risk based supervision at both group and individual levels. In this context, in order to ensure a proper functioning of the college it is necessary to set out criteria for the degree of participation of supervisory authorities of significant branches and related undertakings in the college. It is also essential to harmonise the requirements applicable to the coordination of supervision of insurance and reinsurance groups, in order to foster the convergence of supervisory practices.
 [group reporting]
(149) Directive 2009/138/EC requires participating insurance and reinsurance undertakings or insurance holding companies or mixed financial holding companies to disclose publicly information on the solvency and financial condition of the group. That Directive also allows them to provide a single solvency and financial condition report comprising both that group information and the solvency and financial condition information required in relation to any of their subsidiaries. That regime aims to ensure that interested stakeholders are properly informed about the solvency and financial condition of insurance and reinsurance groups, while at the same time reducing to the extent appropriate the related burden for such groups. In this context, it is necessary to harmonise the requirements applicable to public disclosure by insurance and reinsurance groups, regardless of whether such groups make use of the option to provide a single solvency and financial condition report.
(150) Detailed and harmonised requirements regulating the information which must be submitted on a regular basis by insurance and reinsurance groups should be adopted to ensure effective convergence in the supervisory review process of group supervisors. The requirements should also facilitate the exchange of information within colleges of supervisors, and should as far as possible aim to limit the related burden for such insurance and reinsurance groups.
[Equivalence]
(151) The assessment under Articles 172, 227 and 260 of Directive 2009/138/EC of whether a third country's solvency or prudential regime is equivalent to that laid down in Title I or Title III of that Directive should be an ongoing process and should be carried out with the objective of ensuring that the third country solvency or prudential regime demonstrates an equivalent level of policy holder and beneficiary protection as that provided under that Directive. 
(152) The determination as to whether the criteria to be taken into account when assessing third country equivalence have been met should be based on the substance of the legislation or other regulatory requirements in that third country's solvency or prudential regime, as well as how that legislation and those requirements are implemented and applied and the practices of the supervisory authorities in that third country. That determination should also take into account the extent to which the supervisory authorities in the third country apply the proportionality principle as set out in Directive 2009/138/EC.
(153) In order to ensure that the effects of a positive equivalence finding as set out in Article 172(3) and 173 of Directive 2009/138/EC and in Articles 163, 169, 178 and 186 of this Regulation do not undermine the main objective of insurance and reinsurance regulation and supervision, namely the adequate protection of policy holders and beneficiaries, the criteria for assessing equivalence under Article 172 of that Directive should encapsulate the principles set out in Title I on the general rules on the taking-up and pursuit of reinsurance activities.  
(154) In order to ensure that the taking into account of the Solvency Capital Regiment and eligible own funds laid down by a third country in the determination of group solvency where method 2 is used results in a group solvency determination equivalent to that which would result if the requirements under Directive 2009/138/EC had been used, the criteria for assessing equivalence under Article 227 of that Directive should encapsulate the principles set out in Title I, Chapter VI on the rules relating to the valuation of assets and liabilities, technical provisions, own funds, solvency capital requirement, minimum capital requirement and investment rules. 
(155) In order to ensure that the exemption of a group from group supervision at Union level does not undermine the fundamental role attributed to group supervision in Directive 2009/138/EC, the criteria for assessing equivalence under Article 260 of that Directive should encapsulate the principles set out in Title III on the supervision of insurance and reinsurance undertakings. 
(156) Supervisory authorities in Member States and supervisory authorities of third countries for which there has been a positive equivalence decision or for which a temporary or provisional equivalence regime applies should cooperate and exchange information in order to ensure that there is a clear mutual understanding of group risks and solvency. 
(157) In order to ensure that information can be exchanged between supervisory authorities, supervisory authorities of third countries for which there has been a positive equivalence decision or for which a temporary or provisional equivalence regime applies should be bound by obligations of professional secrecy.




HAS ADOPTED THIS REGULATION:
Article 1
[…]
Article […]
TITLE I
CHAPTER I 
Article 1
This regulation lays down the detailed rules for the implementation of Articles of Directive 2009/138/EC.
SECTION 1
Definitions and General Principles
Article 1bis
Definitions
For the purpose of this Regulation, the following definitions shall apply: 
1. 'stress test' means the analysis of the impact of a single adverse event;
2. 'scenario analysis' means the analysis of the impact of a combination of adverse events;
3. in relation to a set of items, 'all possible combinations of two' such items means all ordered pairs of items from that set; 
4. 'tradable securities or other financial instruments based on repackaged loans' means tradable securities or other financial instruments offered by way of a 'securitisation' within the meaning of Article 4(36) of Directive 2006/48/EC; 
5. 'central banks' means central banks within the meaning of Article 4(23) of Directive 2006/48/EC;
6. 'health insurance obligation' means an insurance obligation that covers one or both of the following:
(i)	the provision of medical treatment or care including preventive or curative medical treatment or care due to illness, accident, disability or infirmity, or financial compensation for such treatment or care,
(ii)	financial compensation arising  from  illness, accident, disability or	 infirmity;
7. 'medical expense insurance obligation' means an insurance obligation that covers the provision or financial compensation referred to in point (6)(i);
8. 'income protection insurance obligation' means an insurance obligation that covers the financial compensation referred to in point (6)(ii) other than the financial compensation referred to in point (6)(i);
9. 'workers compensation insurance obligation' means an insurance obligation that covers the provision or financial compensation referred to in points (6)(i) and (ii) and which relates only to accidents at work, industrial injury and occupational disease; 
10. 'health reinsurance obligation' means a reinsurance obligation which relates to health insurance obligations;
11. 'written premiums' means, in relation to a specified time period, the premiums due to an insurance or reinsurance undertaking during that time period regardless of the fact that such premiums may relate in whole or in part to insurance or reinsurance cover provided in a different time period;
12. 'earned premiums' means, in relation to a specified time period, the premiums relating to the risk covered  by the insurance or reinsurance undertaking in that time period; 
13. 'surrender' means all possible ways to fully or partly terminate the contract, including: 
(i)	surrender with or without the payment of a surrender value; 
(ii) 	change of the insurance or reinsurance undertaking by the policy holder; 
(iii) 	termination of the policy resulting from the policy holder's refusal to pay the premium;
14. 'discontinuance' means surrender, lapse without value, making a contract paid-up,  automatic non-forfeiture provisions or exercising other discontinuity options or not exercising continuity options;  
15. 'discontinuity options' mean all legal or contractual policy holder rights to fully or partly terminate, surrender, decrease, restrict or suspend insurance cover or permit the insurance policy to lapse;
16. 'continuity options' mean all legal or contractual policy holder rights to fully or partly establish, renew, increase, extend or resume insurance or reinsurance cover;
17. 'coverage of an internal model' means the risks that are reflected in the probability distribution forecast underlying the internal model;
18. 'scope of an internal model' means the risks that the internal model is approved to cover; the scope of an internal model may include both risks which are and which are not reflected in the standard formula for the Solvency Capital Requirement;   
(…)
in relation to an insurance or reinsurance undertaking, 'major business unit' means a defined segment of the insurance and reinsurance undertaking that operates independently from other parts of the undertaking and has dedicated governance resources and procedures within the undertaking and which contains risks that are material in relation to the entire business of the undertaking; 
in relation to an insurance or reinsurance group, 'major business unit' means a defined segment of the group that operates independently from other parts of the group and has dedicated governance resources and procedures within the group and which contains risks that are material in relation to the entire business of the group; any legal entity belonging to the group is a major business unit or consists of several major business units;
19. 'tradable securities or other financial instruments based on repackaged loans' means tradable securities or other financial instruments offered by way of a 'securitisation' within the meaning of Article 4(36) of Directive 2006/48/EC; 
'non-regulated undertaking' means any undertaking other than those listed in Article 2(4) of Directive 2002/87/EC;
20. 'ancillary services undertaking' means a non-regulated undertaking the principal activity of which consists in owning or managing property, managing data-processing services, health and care services, or any other similar activity which is ancillary to the principal activity of one or more insurance or reinsurance undertakings;
'administrative, management or supervisory body' shall mean, where a two-tier board system comprising of a management body and a supervisory body is provided for under national law, the management body or the supervisory body or both of those bodies as specified in the relevant national legislation or, where no bodynobody is specified in the relevant national legislation, the management body;
21. 'tranche' means a tranche within the meaning of Article 4(39) of Directive 2006/48/EC;
22. 'originator' means an originator within the meaning of Article 4(41) of Directive 2006/48/EC;
23. 'sponsor' means a sponsor within the meaning of Article 4(42) of Directive 2006/48/EC;
24. 'securitisation position' means a securitisation position within the meaning of Article 4(40) of Directive 2006/48/EC;
25. 'capital at risk of a contract' means the higher of zero and the difference between the following two amounts: 
(a)	the sum of:
(i)	the amount that the insurance or reinsurance undertaking would currently pay in the event of the death or disability of the persons	insured under the contract after deduction of the amounts recoverable from reinsurance contracts and special purpose vehicles; and
(ii)	the expected present value of amounts not covered in point (i) that the undertaking would pay in the future in the event of the immediate death or disability of the persons insured under the contract after deduction of the amounts recoverable from reinsurance contracts and special purpose vehicles; 
(b) 	the best estimate of the corresponding obligations after deduction of the amounts recoverable from reinsurance contracts and special purpose vehicles. 
'regulated undertaking' has the same meaning as 'regulated entity' under Article 2(4) of Directive 2002/87/EC;
26. 'basis risk' means the risk resulting from the situation in which the exposure covered by the risk-mitigation technique does not correspond to the risk exposure of the insurance or reinsurance undertaking;
27. 'collateral arrangements' means arrangements under which either:
(a)	a collateral provider transfers full ownership of the collateral to the collateral taker for the purpose of securing or otherwise covering the performance of a relevant obligation; or
(b)	a collateral provider provides collateral by way of security in favour of, or to, a collateral taker, and the legal ownership of the collateral remains with the collateral provider or a custodian when the security right is established;
28. 'non-regulated undertaking carrying out financial activities' means an undertaking within the meaning of point 22 and which carries out one or more of the activities referred to in Annex I of Directive 2006/48/EC when these activities constitute a significant part of its overall activity;
29. 'resecuritisation exposure' means a tradable security or other financial instrument based on repackaged loans in which the risk associated with an underlying pool of exposures is tranched and at least one of the underlying exposures is a tradable security or other financial instrument based on repackaged loans; 
'aggregate maximum risk exposure' means the sum of the maximum payments, including expenses that the special purpose vehicles may incur, excluding expenses that meet the following criteria:
(a) the special purpose vehicle has the right to require the insurance or reinsurance undertaking which has transferred risks to the special purpose vehicle to pay the expense;
(b) the special purpose vehicle is not required to pay the expense unless and until an amount equal to the expense has been received from the insurance or reinsurance undertaking which has transferred the risks to the special purpose vehicle;
(c) the insurance or reinsurance undertaking which has transferred risks to the special purpose vehicle does not include the expense as an amount recoverable from the special purpose vehicle in accordance with Article TP22.
'existing insurance or reinsurance contract' means an insurance or reinsurance contract which has resulted in recognising insurance or reinsurance obligations;
'the expected profit included in future premiums' means the expected present value of future cash-flows which result from the inclusion in technical provisions of premiums relating to existing insurance and reinsurance contracts that are expected to be received in the future, but that may not be received. The non-receipt of premiums shall be for any reason, regardless of the legal or contractual rights of the policy holder to discontinue the policy, other than because the insured event has occurred.
'mortgage insurance' means credit insurance that provides cover to lenders in case their mortgage loans default.
'regulated undertaking' has the same meaning as 'regulated entity' under Article 2(4) of Directive 2002/87/EC;
'non-regulated undertaking' means any undertaking other than those listed in Article 2(4) of Directive 2002/87/EC;

CHAPTER IX
SYSTEM OF GOVERNANCE
SECTION 1
Elements of the system of governance
Article 249 SG 1
(Art. 41(1) to (4) of Directive 2009/138/EC)
General governance requirements
1. Insurance and reinsurance undertakings shall: 
0. establish, implement and maintain effective cooperation, internal reporting and communication of information at all relevant levels of the undertaking;
(a) establish, implement and maintain effective decision making procedures and an organisational structure which clearly specifies reporting lines, allocates functions and responsibilities, and takes into account the nature, scale and complexity of the risks inherent in that undertaking’s business; 
(b) ensure that the members of the administrative body, management body andor supervisory body collectively possess the necessary qualifications, competency, skills and professional experience in the relevant areas of the business in order to effectively manage and oversee the insurance undertaking in a professional manner;
(c) ensure that each individual member of the administrative body, management body andor supervisory body has the necessary qualifications, competency, skills and professional experience to perform the tasks assigned;
(d) employ personnel with the skills, knowledge and expertise necessary to discharge the responsibilities allocated to them properly;
(e) ensure that all personnel are aware of the procedures for the proper discharge of their responsibilities;
(f) ensure that the performance of multiple tasks by individuals and organisational units does not or is not likely to prevent the persons concerned from discharging any particular function in a sound, honest and objective manner;
(g) establish information systems which produce complete, reliable, clear, consistent, timely and relevant information concerning the business activities, the commitments assumed and the risks to which the undertaking is exposed;
(h) maintain adequate and orderly records of the undertaking's business and internal organisation;
(i) safeguard the security, integrity and confidentiality of information, taking into account the nature of the information in question;
(j) introduce clear reporting lines that ensure the prompt transfer of information to all persons who need it in a way that enables them to recognise its importance; 
(k) adopt a written remuneration policy. 
2. Policies on risk management, internal control, internal audit and, where relevant, outsourcing, shall clearly set out the relevant responsibilities, objectives, processes and reporting procedures to be applied, all of which shall be consistent with the undertaking’s overall business strategy.
3. Insurance and reinsurance undertakings shall establish, implement and maintain ana business continuity policy aimed at ensuring, in the case of an interruption to their systems and procedures, the preservation of essential data and functions and the maintenance of insurance and reinsurance activities, or, where that is not possible, the timely recovery of such data and functions and the timely resumption of their insurance or reinsurance activities.
4. Insurance and reinsurance undertakings shall ensure that at least two persons effectively run the undertaking. 
5. Insurance and reinsurance undertakings shall ensure that effective processes and procedures systems are in place to prevent conflicts of interest and that potential sources of conflicts of interest are identified and procedures are established in order to ensure that those involved with the implementation of the undertaking's strategies and policies understand where conflicts of interest could arise and how such conflicts are to be addressed.
6. Insurance and reinsurance undertakings shall monitor, and on a regular basis evaluate, the adequacy and effectiveness of their system of governance and take appropriate measures to address any deficiencies. 

Article 251 SG3
(Art. 44(1) of Directive 2009/138/EC)
Risk Management System
1. Insurance and reinsurance undertakings shall establish, implement and maintain a risk management system which includes the following:
(a) a clearly defined risk management strategy which is consistent with the undertaking’s overall business strategy. The objectives and key principles of the strategy, the approved risk tolerance limits and the assignment of responsibilities across all the activities of the undertaking shall be documented; 
(b) a clearly defined procedure on the decision-making process within the framework of the risk management system;
(c) written policies which effectively ensure the definition and categorisation of the material risks by type to which the undertaking is exposed, and the approved risk tolerance limits for each type of risk. Such policies shall implement the undertaking’s risk strategy, facilitate control mechanisms and take into account the nature, scope and time horizon of the business and the associated risks;
(d) reporting procedures and processes which ensure that information on the material risks faced by the undertaking and the effectiveness of the risk management system are actively monitored and analysed and that appropriate modifications to the system are made where necessary. 
2. Insurance and reinsurance undertakings shall ensure that the persons who effectively run the undertaking or have other key functions take into account the information reported as part of the risk management system in their decision making process.
3. Insurance and reinsurance undertakings shall, where appropriate, include the performance of stress tests and scenario analysis with regard to all relevant risks faced by the undertaking, in their risk-management system.
4. Credit External credit assessments of external credit assessment institutions shall not prevail in internal risk management methodologies. In particular, internal risk management methodologies shall not rely solely or mechanistically on external credit assessments. Where the calculation of the Solvency Capital Requirement is based on external credit assessments by an ECAI or based on the fact that an exposure is unrated, this shall not exempt institutions from additionally considering other relevant information. Insurance and reinsurance undertakings shall take steps to verify the appropriateness of external credit assessments as part of their risk management.

Article 252  SG4
(Article 44 (2) of Directive 2009/138/EC)
Risk management areas
The areas referred to in Article 44(2) of Directive 2009/138/EC, shall include at least the following policies:
(a) Underwriting and reserving: 
(i) actions to be taken by the insurance or reinsurance undertaking to assess  and manage the risk of loss or of adverse change in the values of insurance and reinsurance liabilities, resulting from inadequate pricing and provisioning assumptions;
(ii) the sufficiency and quality of relevant data to be considered in the underwriting and reserving processes and the consistency of the data policy referred to in Article 14 TP3(3) with the standards of sufficiency and quality;
(iii)  the adequacy of claims management procedures including the extent to which they cover the overall cycle of claims.
(b) Asset-liability management: 
(i) the structural mismatch between assets and liabilities and in particular the duration mismatch of those assets and liabilities; 
(ii) any dependency between risks of different asset and liability classes;
(iii) any dependency between the risks of different insurance andor reinsurance obligations;
(iv) any off-balance sheet exposures of the undertaking;
(v) the effect of relevant risk-mitigating techniques on asset-liability management.
(i) where the undertaking applies the matching premium set out in Articles 42bis and 42ter, the areas referred to in points (i) to (v) with respect to the portfolio of insurance obligations and the assigned portfolio of assets that are ring-fenced shall be covered separately and shall cover actions to be taken by the insurance or reinsurance undertaking to manage and organise the portfolio of insurance obligations and the assigned portfolio of assets that are ring-fenced.
(c) Investment risk management: 
(i) actions to be taken by the insurance or reinsurance undertaking to ensure that the undertaking’s investments complies with the prudent person principle set out in Article 132 of Directive 2009/138/EC;
(ii) actions to be taken by the insurance or reinsurance undertaking to ensure that the undertaking’s investments take into account the nature of the undertaking's business, its approved risk tolerance limits, its solvency position and its long-term risk exposure;
(iii) the insurance or reinsurance undertakings' own assessment of the credit risk of counterparties of the investments, including where the counterparties are central governments;
(iv) where the insurance or reinsurance undertaking uses derivatives or any other financial instrument with similar characteristics or effects, the objectives of, and strategy underlying their use and the way in which they facilitate efficient portfolio management or contribute to a reduction of risks, as well as procedures to assess the risk of such instruments and the principles of risk management to be applied to them;
(v)  where appropriate in order to ensure effective risk-management, internal quantitative limits on assets and exposures, including off-balance sheet exposures.
(d) Liquidity risk management: 
(i) actions to be taken by the insurance or reinsurance undertaking to take into account both short term and long term liquidity risk;
(ii) the appropriateness of the composition of the assets in terms of their nature, duration and liquidity in order to meet the undertaking’s obligations as they fall due; 
(iii) a plan to deal with changes in expected cash in-flows and out-flows, which shall include the quantity of the expected profit included in future premiums as calculated in accordance with paragraph 2 and a qualitative assessment of that calculation; .
(iv) where the undertakings applies the matching premium set out in Articles 42bis and 42ter, the areas referred to in points (i) to (iii) with respect to the portfolio of insurance obligations and the assigned portfolio of assets that are ring-fenced shall be covered separately and shall cover actions to be taken where a surrender option is included according to Article 42bis(1)(e).
(e) Concentration risk management: actions to be taken by the insurance or reinsurance undertaking to identify relevant sources of concentration risk to ensure that risk concentrations remain within established limits and actions to analyse possible risks of contagion between concentrated exposures.  
(f) Operational risk management: actions to be taken by the insurance or reinsurance undertaking to assign clear responsibilities to regularly identify, document and monitor relevant operational risk exposures. 
(g) Reinsurance and other insurance risk mitigation techniques:
(i) actions to be taken by the insurance or reinsurance undertaking to ensure the selection of suitable reinsurance and other risk mitigation techniques;
(ii) actions to be taken by the insurance or reinsurance undertaking to assess which types of risk mitigation techniques are appropriate according to the nature of the risks assumed and the capabilities of the undertaking to manage and control the risks associated with those techniques;
(iii) the insurance or reinsurance undertakings' own assessment of the credit risk of the risk mitigation techniques of the counterparties.
Article 252a
(Article 44 (2) of Directive 2009/138/EC)
Risk management in undertakings providing loans and/or mortgage insurance or reinsurance
1.	Where insurance and reinsurance undertakings engage in the activity of providing loans, they shall have policies to ensure the following:
(a) 	credit-granting is based on sound and well-defined criteria and that the process for approving, amending, renewing and refinancing credits is clearly established;
(b) 	undertakings have internal methodologies that enable them to assess the credit risk of exposures to individual obligors and at the portfolio level; 
(c) 	the ongoing administration and monitoring of the loan portfolios, including for identifying and managing problematic credits, and for making adequate value adjustments, is operated through effective systems;
(d) 	the diversification of the loan portfolios is adequate given the target markets and overall investment strategy of the undertaking.
2.	Where insurance and reinsurance undertakings engage in mortgage insurance or reinsurance, they shall base their underwriting on sound and well-defined criteria and comply with the requirements set out in point (b) to (d) of the above paragraph with regard to the mortgage loans underlying their insurance and reinsurance obligations.

Article 253
1. (Art. The expected profit included in future premiums shall be calculated as the difference between the technical provisions without a risk margin calculated in accordance with Article 77 of Directive 2009/138/EC and a calculation of the technical provisions without a risk margin under the assumption that the premiums relating to existing insurance and reinsurance contracts that are expected to be received in the future are not received. The non-receipt of premiums shall be for any reason, regardless of the legal or contractual rights of the policy holder to discontinue the policy, other than because the insured event has occurred. 
2. The calculation of the expected profit included in future premiums shall be carried out separately for the homogenous risk groups used in the calculation of the technical provisions, provided that the insurance and reinsurance obligations are also homogeneous in relation to the expected profit included in future premiums.   
3. Loss-making policies may only be offset against profit-making policies within a homogenous risk group.
4. Where the grouping of policies in accordance with the requirement in paragraph 4 is not possible, the calculation shall be carried out on a per policy basis. In that case, no offsetting between profitable obligations and obligations which do not generate a profit shall be permitted. 
45(1)(a) of Directive 2009/138/EC)
Overall solvency needs
The assessment of an insurance of reinsurance undertaking's overall solvency needs, referred to in point (a) of Article 45(1) of Directive 2009/138/EC shall be forward-looking and include the following elements:
(a)	risks the undertaking is or could be exposed to, taking into account potential future changes in its risk profile due to the undertaking's business strategy or the economic and financial environment, including operational risks;
(b)	the time horizon that is relevant for taking into account the risks the undertaking faces in the long-term; 
(c)	valuation and recognition bases that are appropriate for the undertaking's business and risk profile;
(d)	the undertaking's internal control and risk-management systems and approved risk tolerance limits;
(e)	the nature and quality of own fund items or other resources appropriate to cover the overall solvency needs.
Article 254  [x2 IM3]
(Articles 41(3) and 75(2) of Directive 2009/138/EC)
Alternative methods for valuation 
Where alternative valuation methods in accordance with Article V3(25) are used, insurance and reinsurance undertakings shall:  
(a) 	identify the assets and liabilities to which that valuation approach applies; 
(b) 	justify the use of that valuation approach for the assets and liabilities referred to in point (a); 
(c) 	document the assumptions underlying that valuation approach;
(d) 	assess the valuation uncertainty of the assets and liabilities referred to in point (a); 
(e) 	regularly compare the adequacy of the valuation of the assets and liabilities referred to in point (a) against experience.

Article 255  x3 TP24
(Articles 41(1),(3) and  77 (2) of Directive 2009/138/EC) 
Valuation of technical provisions – validation
1. Insurance and reinsurance undertakings shall validate the calculation of technical provisions, in particular by comparison against experience as referred to in Article 83 of Directive 2009/138/EC, at least once a year and where there are indications that the data, assumptions or methods used in the calculation or the level of the technical provisions are no longer appropriate. The validation shall cover the following:
(a) the appropriateness, completeness and accuracy of data used in the calculation of technical provisions and the compliance with the data policy referred to in Article TP3;
(b) the appropriateness of any grouping of policies in accordance with Article TP15;
(c) the remedies to limitations of the data referred to in Article TP4;
(d) the appropriateness of approximations referred to in Article TP4bis for the purpose of calculating the best estimate;
(e) the adequacy and realism of assumptions used in the calculation of technical provisions for the purpose of meeting the requirements in Articles TP5 to TP8;
(f) the adequacy, applicability and relevance of the actuarial and statistical methods applied in the calculation of technical provisions;
(g) the appropriateness of the level of the technical provisions as referred to in Article 84 of Directive 2009/138/EC necessary to comply with Article 76 of Directive 2009/138/EC.
2. The validation shall be carried out separately for homogeneous risk groups.  It shall be carried out separately for the best estimate, the risk margin and technical provisions calculated according to the market value of financial instruments which reliably replicate future cash-flows in accordance with Article TP21. It shall be carried out separately for technical provisions where Articles 42bis and 42ter are applied and for other technical provisions.  In relation to the best estimate, it shall be carried out separately for the gross best estimate and amounts recoverable from reinsurance contracts and special purpose vehicles. In relation to non-life insurance obligations, it shall be carried out separately for premium provisions and provisions for claims outstanding. 
3. Insurance and reinsurance undertakings shall ensure that the persons overseeing the validation process are sufficiently qualified with regard to their knowledge and experience to carry out the validation process.

Article  256 x4  TP25
(Articles 41 and 46 of Directive 2009/138/EC)
Valuation of technical provisions – documentation
1. Insurance and reinsurance undertakings shall document the following processes:
(a) the collection of data and analysis of its quality and other information that relates to the calculation of technical provisions;
(b) the choice of assumptions used in the calculation of technical provisions, in particular the choice of relevant assumptions about the allocation of expenses;
(c) the selection and application of actuarial and statistical methods for the calculation of technical provisions;
(d) the validation of technical provisions. 
2. For the purposes of point (b) of paragraph 1, the documentation shall include:
(a) a justification for the choice of the assumption;
(b) a description of  the inputs on which the choice is based;
(c) the objectives of the choice and the criteria used for determining the appropriateness of this choice;
(d) any material limitations in the choice made;
(e) a description of the processes in place to review the choice of assumptions.
Article 257 SG5 
(Article 46 (1) of Directive 2009/138/EC)
Internal control system
The internal control system shall ensure the insurance and reinsurance undertaking's compliance with applicable laws, regulations and administrative provisions and the effectiveness and the efficiency of the undertaking's operations in light of its objectives as well as ensure the availability and reliability of financial and non-financial information.
Article 257 bis [x1 IM3]
(Articles 41, 46 and 75(2) of Directive 2009/138/EC)
Internal control of valuation of assets and liabilities
1. Insurance and reinsurance undertakings shall have effective systems and controls to ensure that valuation estimates of their assets and liabilities are appropriate to ensure compliance with Article 75 of Directive 2009/138/EC and reliable and shall have a process for regularly verifying that market prices or valuation model inputs are appropriate and reliable. 
2. Insurance and reinsurance undertakings shall establish, implement and maintain clearly defined policies and procedures for the process of valuation, including the description and definition of roles and responsibilities of the personnel involved with the valuation, the relevant models, and the sources of information to be used. Those policies and procedures shall be documented. 
3. At the request of the supervisory authorities, insurance and reinsurance undertakings shall undertake an external, independent valuation or verification of the value of material assets and liabilities. 
4. Insurance and reinsurance undertakings shall:
(a) provide sufficient resources, both in terms of quality and quantity, to develop, calibrate, approve and review valuation approaches used for solvency purposes; 
(b) establish internal control processes which include: 
(i) an independent review and verification on a regular basis of the information, data, and assumptions which are used in the valuation approach, its results, and the suitability of the valuation approach with respect to valuation of the items referred to in point (a) of Article 254 [x2 IM3](1); 
(ii) oversight by the persons who effectively run the undertaking of the internal processes for approval of  those valuations and the process in place to take account of any external, independent valuation or verification of the value of material assets or liabilities. 

SECTION 2
Functions
Article 258 SG6
(Article 50(1)(b) of Directive 2009/138/EC)
General provisions
1. Insurance and reinsurance undertakings shall incorporate the functions and the associated reporting lines into the organisational structure in a way which ensures that each function is free from influences that may compromise the function's ability to undertake its duties in an objective, fair and independent manner and, in the case of the internal audit function, in a fully independent manner so as to ensure that no person or organisational unit assumes responsibilities for more than one function.. Each function shall operate under the ultimate responsibility of, and report to the administrative, management or supervisory body and shall, where appropriate, cooperate with the other functions in carrying out their roles.	Comment by Ecofin: Governance issue solved.
2. Smaller and less complexDepending on the nature, scale and complexity of the risks inherent in the undertaking's business, insurance and reinsurance undertakings may, except with respect to the internal audit function, allow a single person or organisational unit to carry out more than one function.
3. The persons performing a function shall be able to communicate at their own initiative with any staff member and shall have the necessary authority, resources and expertise and that they have unrestricted access to all relevant information necessary to carry out their responsibilities.
4. The persons performing a function shall promptly report any major problem in their area of responsibility to the administrative, management or supervisory body.
Article 259 SG7
(Article 44(4 and 5) of Directive 2009/138/EC)
Risk management function
1. The tasks of the risk management function shall include:
(a) assisting the administrative, management or supervisory body and other functions in the effective operation of the risk management system;
(b) monitoring the risk management system;
(c) monitoring the general risk profile of the undertaking as a whole;
(d) detailed reporting on risk exposures and advising the administrative, management or supervisory body on risk management matters, including in relation to strategic affairs such as corporate strategy, mergers and acquisitions and major projects and investments; 
(e) identifying and assessing emerging risks.
2. The risk management function shall:
(a)  be responsible for the requirements set out in Article 44(5) of Directive 2009/138/EC;
(b) liaise closely with the users of the outputs of the internal model;
(c) co-operate closely with the actuarial function.
Article 260 SG8
(Article 46(2) of Directive 2009/138/EC)
Compliance function
1. The compliance function of insurance and reinsurance undertakings shall include a compliance policy and a compliance plan. The compliance policy shall define the responsibilities, competencies and reporting duties of the compliance function. The compliance plan shall set out the planned activities of the compliance function which take into account all relevant areas of the activities of insurance and reinsurance undertakings and their exposure to compliance risk.
2. The duties of the compliance function shall include assessing the adequacy of the measures adopted by the insurance or reinsurance undertaking to prevent non-compliance.
Article 261 SG9
(Article 47(2) of Directive 2009/138/EC)
Internal audit function
1. The persons carrying out the internal audit function shall not assume any responsibility for any other function.
2. The internal audit function shall:
(a) establish, implement and maintain an audit plan setting out the audit work to be undertaken in the upcoming years, taking into account all activities and the complete system of governance of the insurance or reinsurance undertaking; 
(b) take a risk-based approach in deciding its priorities; 
(c) report the audit plan to the administrative, management or supervisory body; 
(d) issue recommendations based on the result of work carried out in accordance with point (a) and submit a written report on its findings and recommendations to the administrative, management or supervisory body on at least an annual basis;
(e) verifying compliance with the decisions taken by the administrative, management or supervisory body on the basis of those recommendations referred to in point (d).
Where necessary, the internal audit function may carry out audits which are not included in the audit plan. 
Article 262 SG10
(Article 48 (1) of Directive 2009/138/EC)
Actuarial function
1. In coordinating the calculation of the technical provisions, the actuarial function shall in particular:
(a) apply methodologies and procedures to assess the sufficiency of technical provisions and to ensure that their calculation is consistent with the requirements set out in Articles 75 to 86 of Directive 2009/138/EC;
(b) assess the uncertainty associated with the estimates made in the calculation of technical provisions;
(c) ensure that any limitations of data used to calculate technical provisions are properly dealt with
(d) ensure that the most appropriate approximations for the purpose of calculating the best estimate are foundused in cases referred to in Article 82 of Directive 2009/138/EC; 
(e) ensure that homogeneous risk groups of insurance and reinsurance obligations are identified for an appropriate assessment of the underlying risks;
(f) consider relevant information provided by financial markets and generally available data on underwriting risks and ensure that it is integrated into the assessment of technical provisions;
(g) compare and justify any material differences in the calculation of technical provisions from year to year; 
(h) ensure that an appropriate assessment is provided of options and guarantees included in insurance and reinsurance contracts. 
2. The actuarial function shall assess whether the methodologies and assumptions used in the calculation of the technical provisions are appropriate for the specific lines of business of the undertaking and for the way the business is managed, having regard to the available data.
3. The actuarial function shall assess whether the information technology systems used in the calculation of technical provisions sufficiently support the actuarial and statistical procedures.
4. The actuarial function shall, when comparing best estimates against experience, review the quality of past best estimates and use the insights gained from this assessment to improve the quality of current calculations. The comparison of best estimates against experience shall include comparisons between observed values and the estimates underlying the calculation of the best estimate, in order to draw conclusions on the appropriateness, accuracy and completeness of the data and assumptions used as well as on the methodologies applied in their calculation.
5. Information submitted to the administrative, management or supervisory body on the calculation of the technical provisions shall at least include a reasoned analysis on the reliability and adequacy of their calculation and on the sources and the degree of uncertainty of the estimate of the technical provisions. That reasoned analysis shall be supported by a sensitivity analysis that includes an investigation of the sensitivity of the technical provisions to each of the major riskrisks underlying the obligations which are covered in the technical provisions. The actuarial function shall clearly state and explain any concerns it may have concerning the adequacy of technical provisions.
6. Regarding the underwriting policy, the opinion to be expressed by the actuarial function in accordance with Article 48(1)(g) of Directive 2009/138/EC shall at least include conclusions regarding the following considerations:
(a) sufficiency of the premiums to be earned to cover future claims and expenses, notably taking into consideration the underlying risks (including underwriting risks), and the impact of options and guarantees included in insurance and reinsurance contracts on the sufficiency of premiums ;
(b) considerations regarding inflation, legal risk, change in the composition of the undertaking's portfolio, and effect of systems which adjust the premiums policy-holders pay upwards or downwards depending on their claims history (bonus-malus systems) or similar systems, implemented in specific homogeneous risk groups;
(c) the progressive tendency of a portfolio of insurance contracts to attract or retain insured persons with a higher risk profile (anti-selection). 
7. Regarding the overall reinsurance arrangements, the opinion to be expressed by the actuarial function in accordance with Article 48(1)(h) of Directive 2009/130138/EC shall include analysis on the adequacy of:
(a) the undertaking’s risk profile and underwriting policy;
(d) reinsurance providers taking into account their credit standing;
(e) the expected cover under stress scenarios in relation to the underwriting policy; 
(f) the calculation of the amounts recoverable from reinsurance contracts and special purpose vehicles. 
8. The actuarial function shall produce a written report to be submitted to the administrative, management or supervisory body, at least annually. The report shall document all tasks that have been undertaken by the actuarial functionsfunction and their results, and shall clearly identify any deficiencies and give recommendations as to how such deficiencies should be remedied.
SECTION 3

SECTION 3
Article 263 SG11
 (Article 42 of Directive 2009/138/EC)
Fit and Proper Requirements
Article 263 SG11
(Article 42 of Directive 2009/138/EC)
1. Insurance and reinsurance undertakings shall establish, implement and maintain documented policies and adequate procedures to ensure that all persons who effectively run the undertaking or have other key functions are at all times fit and proper.
2. The assessment of whether a person is 'fit' shall include an assessment of the person's professional and formal qualifications, knowledge and relevant experience within the insurance sector, other financial sectors or other businesses and shall take account of the respective duties allocated to that person and, where relevant, the insurance, financial, accounting, actuarial and management skills of the person. 
3.	The assessment of whether members of the administrative body,,management or supervisory body and management body are 'fit' shall take account of the respective duties allocated to individual members to ensure appropriate diversity of qualifications, knowledge and relevant experience to ensure that the undertaking is managed and overseen in a professional manner. 
4.	The assessment of whether a person is 'proper' shall include an assessment of that person's honesty and financial soundness based on evidence regarding their character, personal behaviour and business conduct including any criminal, financial, and supervisory aspects and relevant for the purpose assessment. 

SECTION 4
Outsourcing
Article 264 SG12
 (Article 49 of Directive 2009/138/EC)
Outsourcing
1. Any insurance or reinsurance undertaking which outsources or proposes to outsource functions or any insurance or reinsurance activityactivities to a service provider shall establish a written outsourcing policy which takes into account the impact of outsourcing on its business and the reporting and monitoring arrangements to be implemented in cases of outsourcing. The undertaking shall ensure that the terms and conditions of the outsourcing agreement are consistent with the undertaking’s obligations under the Directive 2009/138/EC. 
2. Where the insurance or reinsurance undertaking and the service provider are members of the same group, the undertaking shall, when outsourcing critical or important operational functions as defined in Article 1bis(x) or activities, in addition to requirements set out in paragraph 3,or activities take into account the extent to which the undertaking controls the service provider or has the ability to influence its actions.
3. When choosing the service provider referred to in paragraph 1 for any critical or important operational functions or activities, the administrative, management or supervisory body shall ensure that:
(a) a detailed examination is performed to ensure that the potential service provider has the ability and capacity and any authorisation required by law to deliver the required functions or activities satisfactorily, taking into account the undertaking’s objectives and needs;
(b) the service provider has adopted all means to ensure that no explicit or potential conflict of interests with the undertaking impairs the needs of the outsourcing undertaking;
(c) a written agreement is entered into between the insurance or reinsurance undertaking and the service provider which clearly defines the respective rights and obligations of the undertaking and the service provider;
(d) the general terms and conditions of the outsourcing agreement are clearly explained to the undertaking’s administrative, management or supervisory body and authorised by them;
(e) the outsourcing does not entail the breach of any law in particular with regard to rules on data protection;
(f) the service provider is subject to the same provisions on the safety and confidentiality of information relating to the insurance or reinsurance undertaking or to its policyholders or beneficiaries that are applicable to the insurance or reinsurance undertaking.
4. The written agreement referred to in paragraph 3 (c) to be concluded between the insurance or reinsurance undertaking and the service provider shall in particular clearly state the following requirements:
(a) the duties and responsibilities of both parties involved;
(b) the service provider’s commitment to comply with all applicable laws, regulatory requirements and guidelines as well as policies approved by the insurance or reinsurance undertaking and to cooperate with the undertaking’s supervisory authority with regard to the outsourced function or activity;
(c) the service provider's obligation to disclose any development which may have a material impact on its ability to carry out the outsourced functions and activities effectively and in compliance with applicable laws and regulatory requirements;
(d) thata notice period for the termination of the contract by the service provider can only terminate the contract with a notice period and that the notice periodwhich is long enough to enable the insurance or reinsurance undertaking to find an alternative solution;
(e) that the insurance or reinsurance undertaking is able to terminate the arrangement for outsourcing where necessary without detriment to the continuity and quality of its provision of services to policyholders; 
(f) that the insurance or reinsurance undertaking reserves the right to be informed about the outsourced functions and activities and their performance by the services provider as well as a right to issue general guidelines and individual instructions at the address of the service provider, as to what has to be taken into account when performing the outsourced functions or activities;
(g) that the service provider shall protect any confidential information relating to the insurance or reinsurance undertaking and its policyholders, beneficiaries, employees, contracting parties and all other persons;
(h) that the insurance or reinsurance undertaking, its external auditor and the supervisory authority have effective access to all information relating to the outsourced functions and activities including carrying out on-site inspections of the business premises of the service provider; 
(i) that, where appropriate and necessary for the purposes of supervision, the supervisory authority may address questions directly to the service provider to which the service provider shall reply;
(j) that the insurance or reinsurance undertaking may obtain information about the outsourced activities and may issue instructions concerning the outsourced activities and functions;
(k) the terms and conditions, where applicable, on which the service provider may sub-outsource any of the outsourced functions and activities; 
(l) that the service provider's duties and responsibilities under its agreement with the insurance or reinsurance undertaking shall remain unaffected by any sub-outsourcing taking place according to point (k). 
5. The insurance or reinsurance undertaking that is outsourcing itscritical or important operational functions or activities shall:
(a) ensure that relevant aspects of the service provider's  risk management and internal control systemsystems are adequate to ensure compliance with Article 49(2)(a) and (b) of Directive 2009/138/EC;
(b) adequately take account of the outsourced activities in its risk management and internal control systemsystems to ensure compliance with Article 49(2)(a) and (b) Directive 2009/138/EC. 
6. The insurance or reinsurance undertaking that is outsourcing its functioncritical or important operational functions or activities shall:
(a) verify that the service provider has the necessary financial resources to perform the additional tasks in a proper and reliable way, and that all staff of the service provider who will be involved in providing the outsourced functions or activities are sufficiently qualified and reliable;
(b) ensure that the service provider has adequate contingency plans in place to deal with emergency situations or business disruptions and periodically tests backup facilities where necessary, taking into account the outsourced functions and activities.
SECTION 5
Remuneration policy 
Article 265 SG13
(Article 41(1) of Directive 2009/138/EC)
Remuneration policy 
1. When establishing and applying the remuneration policy referred to in Article SG1 249 (l), insurance and reinsurance undertakings shall comply with at least  the following principles:
(a) the remuneration policy and remuneration practices shall be established, implemented and maintained in line with the undertaking's business and risk management strategy, its risk profile, objectives, risk management practices and the long-term interests and performance of the undertaking as a whole and shall incorporate measures aimed at avoiding conflicts of interest;
(b) the remuneration policy promotes sound and effective risk management and shall not encourage risk-taking that exceeds the risk tolerance limits of the undertaking;
(c) the remuneration policy applies to the undertaking as a whole, and contains specific arrangements that take into account the tasks and performance of the administrative body, management body and supervisory body, persons who effectively run the undertaking, holders of  or have other key functions and other categories of staff whose professional activities have a material impact on the undertaking's risk profile;
(d) the administrative, management or supervisory body of the undertaking which establishes the general principles of the remuneration policy for those categories of staff whose professional activities have a material impact on the undertaking's risk profile; is responsible for the oversight of its implementation; 
(e) the administrative, management or supervisory body of the insurance undertaking establishes the general principles of the remuneration policy for those categories of staff whose professional activities have a material impact on the undertaking's risk profile and is responsible for the control of its implementation; the administrative or management body of the insurance undertaking is responsible for the implementation of the remuneration policy which support sound, prudent and effective management of  undertakings;
(f) there shall be clear, transparent and effective governance with regard to remuneration, including the definition of the remuneration policy and its oversight;
(g) an independent remuneration committee shall be created, where appropriate in relation to significance of the insurance or reinsurance undertakings in terms of size and internal organization, in order to periodically support the administrative, management or supervisory body in overseeing the design of the remuneration policy and remuneration practices, their implementation and operation;
(h) the remuneration policy shall be disclosed to each member of the undertaking's staff.
2. When establishing and applying the remuneration policy referred to in Article SG1 (l) for the categories of staff including the administrative, management or supervisory body, persons who effectively run the undertaking, holders of key functions and other categories of staff whose professional activities have a material impact on the undertaking’s risk profile, insurance and reinsurance undertakings shall comply with the following principles:
3. Specific arrangements referred to in point (c) of paragraph 1c shall comply with the following principles:
(a) where remuneration schemes include both fixed and variable components, such components shall be balanced so that the fixed or guaranteed component represents a sufficiently high proportion of the total remuneration to avoid employees being overly dependent on the variable components and allowing the undertaking to operate a fully flexible bonus policy, including the possibility of paying no variable component;
(b) where variable remuneration is performance-related, the total amount of the variable remuneration is based on a combination of the assessment of the performance of the individual and of the business unit concerned and of the overall result of the undertaking or the group to which the undertakings belongs. The variable part of remuneration of the staff engaged in the functions referred to in Articles SG7 to SG10 shall be independent from the performance of the operational units and areas that are submitted to their control;
(c) the payment of a substantial portion of the variable remuneration component, irrespective of the form in which it is to be paid, shall contain a flexible, deferred component that takes account of the nature and time horizon of the undertaking’s business. The deferral period shall not be less than three years and  the period shall be correctly aligned with the nature of the business, its risks, and the activities of the employees in question;
(d) when assessing an individual’s performance, not only financial but also non-financial criteria shall be taken into account;
(e) the measurement of performance, as a basis for variable remuneration, shall include a downwards adjustment for exposure to current and future risks, taking into account the undertaking’s risk profile and cost of capital;
(f) termination payments shall be related to performance achieved over the whole period of activity and be designed in a way that does not reward failure; 
(g) members of staffpersons subject to the remuneration policy should commit to not using any personal hedging strategies or remuneration and liability-related insurance which would undermine the risk alignment effects embedded in their remuneration arrangement.
4. The actions to be taken in paragraph 2remuneration policy shall take into account the internal organization of the insurance or reinsurance undertaking, and the nature, scale and complexity of the risks inherent in its business.

CHAPTER [X]
Capital add-on
SECTION 1
Circumstances for imposing a capital add-on
Article 266 CA1
(Art. 37(1)(a) and (b) of Directive 2009/138/EC )
Assessment of a significant deviation (standard formula and internal modelsSCR)
1.	For the purposes of Article 37(1)(a) and (b) of Directive 2009/138/EC, in concluding that the risk profile of an insurance or reinsurance undertaking deviates significantly from the assumptions underlying the Solvency Capital Requirement as calculated using the standard formula or an internal model, supervisory authorities shall take into account all relevant factors including the following: 
(a)	the findings arising out of  the supervisory review process conducted under Article 36 of Directive 2009/138/EC;
(b)	the nature, type and size of the deviation;
(c)	the likelihood and severity of any adverse impact on policyholders and beneficiaries;
(d)	the level of sensitivity of the assumptions to which the deviation relates;
(e)	the anticipated duration and volatility of the deviation over the duration of the deviation.

Article 267 CA2
(Art. 37(1)(c) of Directive 2009/138/EC)
Assessment of a significant deviation (governance)
For the purposes of Article 37(1)() point (c) of Directive 2009/138/EC, in concluding that the system of governance of an insurance or reinsurance undertaking deviates significantly from the standards laid down in Title I, Chapter IV, Section 2 of Directive 2009/138/EC, supervisory authorities shall take into account all relevant factors including the following: 
(a)	the findings arising out of the supervisory review process conducted under Article 36 of Directive 2009/138/EC;
(b)	the effect of the deviation from the governance standards as laid down in Chapter IV, Section 2 of Directive 2009/138/EC on the sound and prudent management of the business and whether the deviation arises from an inadequate implementation of a requirement relating to the system of governance or a failure to implement such a requirement;
(c)	the likelihood and severity of any adverse impact on policyholders and beneficiaries;
(d)	the different ways of organising an effective system of governance which is proportionate to the nature, scale and complexity of the risks inherent in the business of the undertaking;
(e)	the probable financial loss the undertaking could incur as a consequence of the deviation;
(f)	the anticipated duration of the deviation. 

Article 267bis CA2bis	Comment by Ecofin: This is new, following Omnibus II decisions
(Art. 37(1)(d) of Directive 2009/138/EC )
Assessment of a significant deviation (adjustments to the relevant risk-free rate and transitional measures)
1.	For the purpose of Article 37 (1) point (d) of Directive 2009/138/EC, in concluding that the risk profile of an insurance or reinsurance undertaking deviates significantly from the assumptions underlying the matching adjustment referred to in Article 77d of Directive 2009/138/EC, the volatility adjustment referred to in Article 77d or the transitional measures referred to in Article 308c and 308d, supervisory authorities shall take into account all relevant factors including the following: 
(a)	the findings arising out of  the supervisory review process conducted under Article 36 of Directive 2009/138/EC;
(b)	the nature, type and size of the deviation;
(c)	the likelihood and severity of any adverse impact on policyholders and beneficiaries;
(d)	the level of sensitivity of the assumptions to which the deviation relates;
(e)	the anticipated duration and volatility of the deviation over the duration of the deviation;
(f)	the impact of the deviation on the Solvency Capital Requirement and own funds of the undertaking;
2.	With respect to the matching adjustment and transitional measures and with respect to the volatility adjustment, where Member States require prior approval for this adjustment, where supervisory authorities have allowed an insurance or reinsurance undertaking to use one of these adjustments or transitional measures, they may impose a capital add-on pursuant to Article 37 paragraph (1) point (d) of Directive 2009/138/EC only in circumstances where the deviation from the assumptions underlying the adjustments or transitional measures is of a temporary nature and does not justify revoking the supervisory approval for the use of the adjustment or the transitional measure.

Article 268 CA 3CA3
(Art. 37(1)(a) and (b) of Directive 2009/138/EC)
Add-ons in relation to deviations from Solvency Capital Requirement assumptions
The risk profile of an insurance or reinsurance undertaking shall be presumed to deviate significantly within the meaning of  points (a) and (b) of Article 37(1) of  Directive 	2009/138/EC where1.	Where the modified Solvency Capital Requirement as calculated under 	Article CA6(1) exceeds the  Solvency Capital Requirement, calculated under CA6(2)   by 10 %percent or 	more., supervisory authorities shall assess if the risk profile of the insurance or reinsurance undertaking deviates significantly within the meaning of  points (a) and (b) of Article 37(1) of  Directive 2009/138/EC. 
Supervisory2.	Notwithstanding paragraph 1, supervisory authorities may conclude, having taken account of all 	relevant  factors including those set out in Article CA1, that  risk profile deviations calculated according to paragraph 1, which are less than 10 %,percent, are significant within the meaning of  points (a) and (b) of Article 37(1) of  Directive 2009/138/EC or that 	risk profile deviations which exceed or are equal to 10 %,percent, subject to paragraph 3, 	are not 	significant.  
Risk profile deviations calculated according to paragraph 1 which exceed 15 % shall be regarded as significant.3.	Where the modified Solvency Capital Requirement as calculated in Article CA6 point (a) exceeds the Solvency Capital Requirement calculated as calculated in CA6 point (b) by 15 percent or more, supervisory authorities shall conclude that the risk profile of the insurance or reinsurance undertaking deviates significantly from the assumptions underlying the Solvency Capital Requirement

Article 269 CA4
(Art. 37(1)(a) of Directive 2009/138/EC)
Assessment of the requirement to use an internal model   
1.	For the purposes of Article 37 (1)() point (a)() point (i) of Directive 2009/138/EC, the circumstances in which the requirement to use an internal model is inappropriate include those where the estimated financial and other resources required to develop the internal model  are  disproportionate to the size of the deviation of the risk profile of the undertaking from the assumptions underlying the Solvency Capital Requirement. 
2.	For the purposes of Article 37(1)() point (a)() point (i) of Directive 2009/138/EC, the requirement to use an internal model is ineffective where no internal model has been developed or where the developed internal model fails to meet the general conditions for the approval of full and partial internal models as set out in Title I, Chapter VI, Section 4, Subsections 1 and 3 of Directive 2009/138/EC.     

Article 270  CA5
(Article 37(1) (b) and(c) of Directive 2009/138/EC)
Appropriate timeframe for adapting the internal model 
1.	For the purposes of Article 37(1)() points (b) and (c) of Directive 2009/138/EC respectively, in concluding that the adaptation of the internal model to better reflect the given risk profile has failed, or that the application of other measures is unlikely to improve deficiencies as the case may be, supervisory authorities shall take account of all relevant factors in determining an appropriate timeframe, including the likelihood and severity of any adverse impact on policy holders and beneficiaries. 
2.	The timeframe referred to in the first paragraph shall not exceed 6 months.

SECTION 2
Methodologies for calculating capital add-ons
Article 271 CA6
(Article 37(1)(a) and (b) of Directive 2009/138/EC)
General principles
For the purposesCalculation of capital add-ons set under Articlesin relation to deviations from SCR assumptions
For the purpose of imposing a capital add-on pursuant to Article 37(1)() points (a) andor (b) of Directive 2009/138/EC, supervisory authorities shall calculate the capital add-on as the difference, at a given point in time, between the following:
the amount of (a)	the Solvency Capital Requirement of the insurance or reinsurance undertaking, excluding any previous or simultaneous capital add-on, that would be calculated if the standard formula or internal model, as appropriate, were modified so as to  reflect the actual risk profile of the insurance or reinsurance undertaking and to enable the undertaking to complyensure compliance with Article 101(3) of Directive 2009/138/EC;
the amount of (a)	the Solvency Capital Requirement of the insurance or reinsurance undertaking, excluding any previous or simultaneous capital add-on, of the insurance or reinsurance undertaking.

Article 272 CA7 
(Article 37(1)(a) and (b) of Directive 2009/138/EC)
Scope and approach of modifications (deviation from SCR assumptions)
1.	In calculating the amount referred to in Article CA6(1a), supervisory authorities shall consider the aspects of the standard formula or the internal model which gave rise to the deviation of the risk profile assumed under the standard formula or the internal model from the actual risk profile of the undertaking  including, where relevant, quantifiable risks not taken into account by the standard formula or the internal model, the structure of the formula or the model, aggregation approachesmethods, parameters, and assumptions.
Where possible2.	For the purpose of paragraph 1, supervisory authorities shall consider what modifications should be made tomodify the assumptions and parameters underlying the Solvency Capital Requirement as calculated using the standard formula or internal model in order for those assumptions or parameters to properly reflect the actual risk profile of the insurance or reinsurance undertaking and to ensure compliance with Article 101(3) of Directive 2009/138/EC.
3.	Where the modifications referred to in paragraph 2 would beare insufficient or inappropriate to calculate the amount referred to in Article CA6(1a), alternative methodologies which go beyond the scope of modifying assumptions or parameters mayonly shall be used for the purpose of the calculation referred to in Article CA6(2b) .
4.	Any modification referred to in paragraph 2 or alternative methodology referred to in paragraph 3  shall use adequate, applicable and relevant actuarial and statistical techniques and shall be based on accurate, complete and appropriate data of the undertaking, or where these are not available, data which is directly relevant for the operations of that undertaking.
5.	Where alternative methodologies referred to in paragraph 3 are insufficient or inappropriate, supervisory authorities may calculate the Solvency Capital Requirement for the purposes of Article CA6(1a) by comparing the Solvency Capital Requirements of undertakings with similar risk profiles.
6.	For the purposes of paragraphs 4 and 5, supervisory authorities may use information relating to other insurance or reinsurance undertakings with similar risk profiles provided that the supervisory authorities are able to  ensure that the reasons for their decision to set a capital add-on are disclosedstated in accordance with Article 37(1) of Directive 2009/138/EC and that disclosure of those reasonsthis statement will comply with the professional secrecy requirements in Article 67 of Directive 2009/138/EC.
7.	Supervisory authorities may onlyshall not set off aspects of the risk profile deviation, which  indicate that a lower Solvency Capital Requirement would better reflect the insurance or reinsurance undertaking's actual risk profile, against the other aspects which  indicate that a higher Solvency Capital Requirement is appropriate where, unless the insurance or reinsurance undertaking  satisfies the following requirements:
(a)	a modification or a methodology exists which complies with the requirements set out in paragraph 4 to quantify the impact on the amount referred to in Article CA6(1a) of the aspects which indicate a lower Solvency Capital Requirement; 
(b)	it would be inappropriate to address the aspects which indicate a lower Solvency Capital Requirement by replacement of parameters specific to the undertaking in accordance with Article 104(7) of Directive 2009/138/EC or by using an internal model in accordance with Article 112 of Directive 2009/138/EC;  
(c)	the overall Solvency Capital Requirement that would result after setting off the risk profile deviations against each other complies with Article 101(3) of Directive 2009/138/EC.
Insurance and reinsurance undertakings shall notify the supervisory authority without undue delay of any material changes in the circumstances set out in points (a) to (c).

Article 272bis CA6bis	Comment by Ecofin: New following Omnibus II decisions
(Article 37(1 (d) of Directive 2009/138/EC)
Calculation of add-ons in relation to adjustments to the relevant risk-free rate or transitional measures
For the purpose of imposing a capital add-on pursuant to Articles 37(1) point (d) of Directive 2009/138/EC, supervisory authorities shall calculate the capital add-on as the sum, at a given point in time, of the following amounts: 
(a)	the negative of the amount of eligible own funds that would be calculated if the adjustment or transitional measure was modified in a manner that the assumptions underlying the adjustment or transitional measure would fir the actual assets, liabilities and risk profile of the insurance or reinsurance undertaking;
(b)	the amount of the Solvency Capital Requirement, excluding any previous or simultaneous capital add-on, that would be calculated if the adjustment or transitional measure was modified in a manner that the assumptions underlying the adjustment or transitional measure would fit the actual assets, liabilities and risk profile of the insurance or reinsurance undertaking, and ensure compliance with Article 101(3) of Directive 2009/138/EC;
(c)	the amount of eligible own funds;
(d)	the negative of the amount of the Solvency Capital Requirement, excluding any previous or simultaneous capital add-on, of the insurance or reinsurance undertaking.


 Article 272ter CA7bis 
(Article 37(1)(a) and (b) of Directive 2009/138/EC)
Scope and approach of modifications (adjustments to the relevant risk-free rate and transitional measures)
1.	In calculating the amount referred to in Article CA6bis (a) and (b), supervisory authorities shall consider the features of the undertaking's assets, liabilities or risk profile which gave rise to the deviation from the assumptions underlying the adjustment or transitional measure.
2.	For the purpose of paragraph 1, supervisory authorities shall modify the adjustment or transitional measure and the calculation of the Solvency Capital Requirement in a manner that the assumptions underlying the adjustment or transitional measure would fit the actual assets, liabilities and risk profile of the insurance or reinsurance undertaking, and ensure compliance with Article 101(3) of Directive 2009/138/EC;
3.	Any modification referred to in paragraph 2 shall use adequate, applicable and relevant actuarial and statistical techniques and shall be based on accurate, complete and appropriate data of the undertaking, or where these are not available, data which is directly relevant for the operations of that undertaking.

Article 273 CA8
(Article 37(1)(c) of Directive 2009/138/EC)
Calculation of add-ons in relation to deviations from governance standards
For the purposes of calculating a capital add-on underimposed pursuant to Article 37(1)(c) of Directive 2009/138/EC, supervisory authorities shall take into account all relevant factors including the following:
(a)	where appropriate, the factors referred to in Article CA2; 
(b)	where appropriate, capital add-ons set previously for comparable deviations of other insurance or reinsurance undertakings with similar risk profiles provided that the supervisory authorities are able to ensure that the reasons for their decision to set a capital add-on are disclosedstated in accordance with Article 37(1) of Directive 2009/138/EC and disclosure of those reasonsthis statement will comply with the professional secrecy requirements in Article 67 of Directive 2009/138/EC.

Article 274 CA9
(Article 37 (1) of Directive 2009/138/EC)
Apportionment of add-ons for undertakings which simultaneously pursue life and non-life insurance activities 
Supervisory authorities shall, when1.	When calculating a capital add-on in relation to an insurance undertaking to which Article 73(2) or (5) of Directive 2009/138/EC applies, supervisory authorities shall calculate a notional life capital add-on and a notional non-life capital add-on. 
2.	Where the causes of the relevant deviations can be objectively apportioned between the life insurance activity and the non-life insurance activity, supervisory authorities shall calculate the notional life capital add-on and the notional non-life capital add-on according to the same apportionment. 
3.	Where an apportionment in accordance with paragraph 2 is not possible, supervisory authorities shall calculate the notional life capital add-on and notional non-life capital add-on in the same way as the apportionment between the notional life Minimum Capital Requirement and the notional non-life Minimum Capital Requirement as provided forreferred to in Article 74(2) of Directive 2009/138/EC. 
SECTION 3
Procedure for setting and removing capital add-ons
Article 275 CA 10
(Article 37 of Directive 2009/138/EC)
1. Insurance and reinsurance undertakings shall cooperate fully with supervisory authorities in relation to the setting, calculation and removal of capital add-ons. Such co-operation shall include provision to the supervisory authorities, upon request and in a timely manner, of any relevant information and, where applicable, assistance in performing any calculations set out in Article CA7. 
2. Supervisory authorities shall notify the insurance or reinsurance undertaking in advance of any proposed decision to set a capital add-on together with the reasons for the decision except where such notification may jeopardise the effectiveness of the decision. Following the notification, supervisory authorities shall allow the insurance or reinsurance undertaking an appropriate timeframe   to respond in order that the undertaking is able to provide the supervisory authority with any additional information. The supervisory authority shall take such information into account before making their decision.
3. The reasons provided to the insurance or reinsurance undertaking for the final decision shall be sufficiently detailed to enable the undertaking to understand the actions that would need to be taken, or the circumstances that would need to change in order for the capital add-on to be removed.
4. Where the insurance or reinsurance undertaking demonstrates to the supervisory authority that there has been a material change in the circumstances referred to in Articles CA1 to CA6 the supervisory authorities shall, within a reasonable period of time, review the imposition of the capital add-on and shall, following such review and without delay decide to remove, revise or maintain the capital add-on, as appropriate.

CHAPTER [XI]
EXTENSION OF THE RECOVERY PERIOD
Article 277 ERP1279 ERP 3
(Art. 138(4) of Directive 2009/138/EC)
Maximum extension period
In the eventAssessment of exceptional adverse situations	Comment by Ecofin: Amended following Omnibus II decisions
For the purpose of declaring the existence of an exceptional fall in financial markets as determined by EIOPA, the maximum extension available under Article 138(4) of Directive 2009/138/EC shall not exceed 21 months.
Article 278 ERP 2
(Art. 138(4) of Directive 2009/138/EC)
Procedure
1. Following a request by the supervisory authority concerned, EIOPA shall determine within four weeks of receipt of the request whether an exceptional fall in financial markets within the meaning of Article 138(4) Directive 2009/138/EC has occurred.
2. Where EIOPA determines that an exceptional fall in financial markets has occurred, that determination, together with a statement of the reasons, shall be, communicated to each of the supervisory authorities in the Union and made publicly available, unless such publication could seriously jeopardise the orderly functioning and integrity of financial markets or the stability of the whole or part of the financial system of the Union. 
Article 279 ERP 3
(Art. 138(4) of Directive 2009/138/EC)
External factors
For the purpose of deciding on an extension of the periodadverse situation affecting insurance and reinsurance undertakings representing a significant share of the market or affected lines of business, as referred to in Article 138(4) of Directive 2009/138/EC and determining its length, external factors to be taken, EIOPA shall take into account by the supervisory authority shall include the following factors:	
(a) the impact of an extensionpossible subsequent decisions by supervisory authorities to extend the recovery period, on financial markets, on the availability of insurance and reinsurance products and on policy holders and beneficiaries; 
(b) the number, size and sizemarket share of the insurance and reinsurance undertakings affected by the exceptional fall in financial marketsadverse situation and whether the size and nature of those undertakings could, when taken together, have a negative effect on the financial markets; or on insurance and reinsurance markets;
(c) possible pro-cyclical effects of the Solvency Capital Requirement, including distressed sales of assets on  financial markets;
(d) the possibility for insurance and reinsurance undertakings to raise additional own funds in financial markets;
(e) the availability of an active market for assets held by insurance and reinsurance undertakings and the liquidity of that market;
(f) the capacity of the reinsurance market to provide reinsurance or retrocession cover at a reasonable price; 
(g) the availability in financial markets of adequate risk mitigation techniques, including financial instruments, at a reasonable price; 
(h) the availability in financial markets of other means to reduce the risk-exposure of insurance and reinsurance undertakings and the cost thereof.

Article 280 ERP 4
(Art. 138(4) of Directive 2009/138/EC)
Undertaking-specific factors determining the extension
For the purpose of deciding on an extension of the period referred to in Article 138(4) of Directive 2009/138/EC and determining its length, factors specific to the for a given insurance or reinsurance undertaking to be taken into account by,  the supervisory authority shall include take into account the following factors specific to the undertaking:
(a) the impact of an extension on policy holders and beneficiaries; of the insurance and reinsurance undertaking; 
(b) the extent to which the insurance or reinsurance undertaking is affected by the exceptional fall in financial marketsadverse situation;
(c) the means available to the undertaking to re-establish compliance with the Solvency Capital Requirement and the existence of a realistic recovery plan;
(d) the causes and the degree of non-compliance with the Solvency Capital Requirement;
(e) the composition of own funds held by the insurance or reinsurance undertaking;
(f) the composition of the assets held by the insurance or reinsurance undertaking;
(g) the nature and duration of technical provisions and other liabilities of the insurance or reinsurance undertaking;
(h) when applicable, the availability of financial support from other undertakings of the group to which the insurance or reinsurance undertaking belongs;
(i) any measures taken by the insurance or reinsurance undertaking to limit the outflow of capital and the deterioration of its solvency position.

CHAPTER [XII]
PUBLIC DISCLOSURE
SECTION 1
SOLVENCY AND FINANCIAL CONDITION REPORT: STRUCTURE AND CONTENTS
Article 282 PDS1
(Art. 51(1) of Directive 2009/138/EC)
Structure and format
1.	The solvency and financial condition report shall follow the structure set out in Annex PD1 and disclose the information referred to in Articles PDS2 to PDS8 in a coherent and informative manner.  
2.	The report shall contain narrative information in quantitative and qualitative form supplemented, where appropriate, with quantitative templates.

Article 282bis PDS1bis
(Art. 51(1) of Directive 2009/138/EC)
Materiality
The information to be disclosed in the solvency and financial condition report should be considered as material if its omission or misstatement could influence the decision-making or the judgement of the users of that document, including the supervisory authorities.

Article 283 PDS2
(Art. 51(1) of Directive 2009/138/EC)
Summary
1.	The solvency and financial condition report shall include a clear and concise summary. The summary of the report shall be understandable to policy holders and beneficiaries.
2.	The summary of the report shall highlight any material changes to the insurance and reinsurance undertaking’s business and performance, system of governance, risk profile, valuation for solvency purposes and capital management over the reporting period.
Article 284 PDS3
(Art. 51(1)(a) of Directive 2009/138/EC)
Business and performance
1. The following information shall be disclosed by insurance and reinsurance undertakings regarding their business:
(a) the name and legal form of the undertaking;
(b) the name and contact details of the supervisory authority responsible for financial supervision of the undertaking and, where applicable, the name and contact details of the group supervisor of  the group to which the undertaking belongs;
(c) the name and contact details of the external auditor of the undertaking;
(d) a description of the holders of qualifying holdings in the undertaking;
(e) where the undertaking belongs to a group, details of the undertaking's position within the legal structure of the group;
(f) the undertaking’s material lines of business and material geographical areas where it writes business;
(g) any significant business or other events that have occurred over the  reporting period that have had a material impact on the undertaking. 
1. Insurance and reinsurance undertakings shall disclose qualitative and quantitative information on their undertaking’s underwriting performance, at an aggregate level and by material line of business and material geographical areas where it writes business over the reporting period, together with a comparison of the information with that reported on the previous reporting period, as shown in the undertaking's financial statements.
1. The following qualitative and quantitative information shall be disclosed by insurance and reinsurance undertakings regarding the performance of their investments over the reporting period together with a comparison of the information with that reported on the previous reporting period, as shown in the undertaking’s financial statements: 
(a) information on income and expenses arising from investments by asset class and, where necessary for a proper understanding of the income and expenses, the components of such income and expenses;
(b) information about any gains and losses recognised directly in equity; 
(c) information about any investments in tradable securities or other financial instruments based on repackaged loanssecuritisation.
1. Insurance and reinsurance undertakings shall describe their other material income and expenses incurred over the reporting period together with a comparison of the information with that reported on the previous reporting period, as shown in the undertaking's financial statements.
1. Insurance and reinsurance undertakings shall disclose in a separate section any other material information regarding their business and performance.

Article 285 PDS4
(Art. 51(1)(b) of Directive 2009/138/EC)
System of governance 
1.	The following information shall be disclosed by insurance and reinsurance undertakings regarding their general governance requirements:
(a) the structure of the undertaking’s administrative, management or supervisory bodies, providing a description of their main roles and responsibilities and a brief description of the segregation of responsibilities within these bodies, in particular whether relevant committees exist within them, as well as a description of the main roles and responsibilities of key functions; 
(b) any material changes in the system of governance that have taken place over the reporting period;
(c) information on the remuneration policy and practices regarding administrative, management and supervisory bodies and, unless otherwise stated, employees, including:
(i) principles of the remuneration policy, with an explanation of the relative importance of the fixed and variable components of remuneration;
(ii) information on the individual and collective performance criteria on which any entitlement to share options, shares or variable components of remuneration is based; 
(iii) a description of the main characteristics of supplementary pension or early retirement schemes for the members of the administrative, management or supervisory bodies and other key function holders;
(d) information about material transactions during the reporting period with shareholders, with persons who exercise a significant influence on the undertaking, and with members of the administrative, management and supervisory bodies.
2.	The following information shall be disclosed by insurance and reinsurance undertakings regarding their 'fit and proper' policy:
(a) a description of the undertaking’s specific requirements concerning skills, knowledge and expertise applicable to the persons who effectively run the undertaking or have other key functions;
(b) a description of the undertaking’s process for assessing the fitness and the propriety of the persons who effectively run the undertaking or have other key functions.
1. The following information shall be disclosed by insurance and reinsurance undertakings regarding their risk management system:
(a) a description of the undertaking’s risk management system comprising strategies, processes and reporting procedures, and how it is able to effectively identify, measure, monitor, manage and report, on a continuous basis, the risks on an individual and aggregated level, to which the undertaking is or could be exposed;
(b) a description of how the risk management system including the risk management function are implemented and integrated into the organisational structure and decision-making processes of the undertaking.
1. The following information shall be disclosed by insurance and reinsurance undertakings regarding the process they have adopted to fulfil their obligation to conduct an own risk and solvency assessment:
(a) a description of the process undertaken by the undertaking to fulfil its obligation to conduct an own risk and solvency assessment as part of its risk management system including how the own risk and solvency assessment is integrated into the organisational structure and decision making processes of the undertaking;
(b) a statement detailing how often the own risk and solvency assessment is reviewed and approved by the undertaking's administrative, management or supervisory body; 
(c) a statement explaining how the undertaking has determined its own solvency needs given its risk profile and how its capital management activities and its risk management system interact with each other.
1. The following information shall be disclosed by insurance and reinsurance undertakings regarding their internal control system:
(a) a description of the undertaking’s internal control system;
(b) a description of how the compliance function is implemented.
1. The following information shall be disclosed by insurance and reinsurance undertakings regarding their internal audit function:
(a) a description of how the undertaking’s internal audit function is implemented;
(b) a description of how the undertaking’s internal audit function maintains its independence and objectivity from the activities it reviews.
1. Insurance and reinsurance undertakings shall disclose a description of how their actuarial function is implemented.
1. Insurance and reinsurance undertakings shall disclose a description of their outsourcing policy, the undertaking's outsourcing of any critical or important operational functions or activities and the jurisdiction in which the service providers of such functions or activities are located.
1. Insurance and reinsurance undertakings shall disclose an assessment of the adequacy of their system of governance to the nature, scale and complexity of the risks inherent in their business.
1. Insurance and reinsurance undertakings shall disclose in a separate section any other material information regarding their system of governance.

Article 286 PDS5
(Art. 51(1)(c) of Directive 2009/138/EC)
Risk profile
1.	Insurance and reinsurance undertakings shall disclose qualitative and quantitative information regarding their risk profile, in accordance with paragraphs 2 to 5, separately for the following categories of risk:
(a) underwriting risk;
(b) market risk;
(c) credit risk;
(d) liquidity risk;
(e) operational risk; 
(f) other material risks. 
2. 	The following information shall be disclosed by insurance and reinsurance undertakings regarding their risk exposure, including the exposure arising from off-balance sheet positions and the transfer of risk in a securitisation using a legal entity such as ato special purpose vehiclevehicles:
(a) a description of the measures used to assess these risks within the undertaking, including any material changes over the reporting period;
(b) a description of the material risks that the undertaking is exposed to, including any material changes over the reporting period.
(c) a description of how assets have been invested in accordance with the 'prudent person principle' set out in Article 132 of Directive 2009/138/EC so that the risks mentioned in paragraph 1 of that Article are properly managed. 
3.	With regard to risk concentration, insurance and reinsurance undertakings shall disclose a description of the material risk concentrations to which the undertaking is exposed. 
4.	With regard to risk mitigation, insurance and reinsurance undertakings shall disclose a description of the techniques used for mitigating risks, and the processes for monitoring the continued effectiveness of these risk-mitigation techniques.
4bis.	With regard to liquidity risk, the total amount of the expected profit included in future premiums as calculated in accordance with Article 252(2).   
5.	With regard to risk sensitivity insurance and reinsurance undertakings shall disclose a description of the methods used, the assumptions made and the outcome of stress testing and sensitivity analysis for material risks and events.
1. Insurance and reinsurance undertakings shall disclose a description of how assets have been invested in accordance with the 'prudent person principle' set out in Article 132 of Directive 2009/138/EC so that in particular the risks mentioned in paragraph 1(b) to (f) are properly managed. 

6.	Insurance and reinsurance undertakings shall disclose in a separate section any other material information regarding their risk profile.

Article 287 PDS6
(Art. 51(1)(d) of Directive 2009/138/EC)
Valuation for solvency purposes
1. The following information shall be disclosed by insurance and reinsurance undertakings regarding the valuation of their assets for solvency purposes:
(a) separately for each material class of assets, the value of the assets, as well as a description of the bases, methods and main assumptions used for valuation for solvency purposes;
(b) separately for each material class of assets, a quantitative and qualitative explanation of any material differences between the bases, methods and main assumptions used by the undertaking for the valuation for solvency purposes and those used for their valuation in financial statements.
1.	The following information shall be disclosed by insurance and reinsurance undertakings regarding the valuation of their technical provisionsassets for solvency purposes:
(c) separately for each material class of assets, the value of the assets, as well as a description of the bases, methods and main assumptions used for valuation for solvency purposes;
(d) separately for each material class of assets, a quantitative and qualitative explanation of any material differences between the bases, methods and main assumptions used by the undertaking for the valuation for solvency purposes and those used for their valuation in financial statements.
2.	The following information shall be disclosed by insurance and reinsurance undertakings regarding the valuation of their technical provisions for solvency purposes:
(a) separately for each material line of business the value of technical provisions, including the amount of the best estimate and the risk margin, as well as a description of the bases, methods and main assumptions used for their valuation for solvency purposes;
(b) a description of the level of uncertainty associated with the amountvalue of technical provisions;
(e) separately for each material line of business, a quantitative and qualitative explanation of any material differences between the  bases, methods and main assumptions used by the undertaking for the valuation for solvency purposes and those used for their valuation in financial statements;;
(f) where the matching adjustment referred to in Article 77b of Directive 2009/138/EC is applied, a description of the matching adjustment and of the portfolio of obligations and assigned assets to which the matching adjustment is applied, as well as a quantification of the impact of a change to zero of the matching adjustment on the undertaking’s financial position;
(g) a statement on whether the volatility adjustment referred to in Article 77d of Directive 2009/138/EC is used by the undertaking and quantification of the impact of a change to zero of the volatility adjustment on the undertaking’s financial position;
(h) a statement on whether the transitional risk-free interest rate-term structure referred to Article 308c of Directive 2009/138/EC is applied and a quantification of the impact of not applying the transitional measure on the undertaking's financial position.
(i) a statement on whether the transitional deduction referred to Article 308d of Directive 2009/138/EC is applied and a quantification of the impact of not applying the deduction measure on the undertaking's financial position.
(j) a description of the following: 
(i) the recoverables from reinsurance contracts and special purpose vehicles,  
(ii)	any material changes in the relevant assumptions made in the calculation of technical provisions compared to the previous reporting period.
3.	The following information shall be disclosed by insurance and reinsurance undertakings regarding the valuation of their other liabilities for solvency purposes:
(a) separately for each material class of other liabilities the value of other liabilities as well as a description of the bases, methods and main assumptions used for their valuation for solvency purposes;
(b) separately for each material class of other liabilities, a quantitative and qualitative explanation of any material differences with the valuation bases, methods and main assumptions used by the undertaking for the valuation for solvency purposes and those used for their valuation in financial statements;.
(k) where applicable, information on whether the insurance or reinsurance undertaking is using the transitional provisions on the risk-free interest rate term structure referred to in Article IR8 and the quantitative impact on the valuation of technical provisions where those transitional provisions are used;
(l) a description of the following: 
(ii) the recoverables from reinsurance contracts and special purpose vehicles,  
(iii) any material changes in the relevant assumptions made in the calculation of technical provisions compared to the previous reporting period,
(iv) where applicable, the counter-cyclical premiums applied in the calculation of technical provisions,
(v) where applicable, the matching premiums applied in the calculation of technical provisions.
1. The following information shall be disclosed by insurance and reinsurance undertakings regarding the valuation of their other liabilities for solvency purposes:
(b) separately for each material class of other liabilities the value of other liabilities as well as a description of the bases, methods and main assumptions used for their valuation for solvency purposes;
(c) separately for each material class of other liabilities, a quantitative and qualitative explanation of any material differences with the valuation bases, methods and main assumptions used by the undertaking for the valuation for solvency purposes and those used for their valuation in financial statements.
4.	Insurance and reinsurance undertakings shall include information on the areas set out in Article 254 (1) [x2 IM3] in complying with their disclosure requirements as laid down in paragraphs 1 and 3 of this Article. 
5.	Insurance and reinsurance undertakings shall disclose in a separate section any other material information regarding the valuation of assets and liabilities for solvency purposes.

Article 288 PDS7
(Art. 51(1)(e) of Directive 2009/138/EC)
Capital Management
1.	The following information shall be disclosed by insurance and reinsurance undertakings regarding their own funds:
(a) information on the objectives, policies and processes employed by the undertaking for managing its own funds, including information on the time horizon used for business planning and on any material changes over the reporting period;
(b) separately for each tier, information on the structure, amount and quality of own funds at the end of the reporting period and at the end of the previous reporting period, including an analysis of the significant changes in each tier over the reporting period;
(c) the eligible amount of own funds to cover the Solvency Capital Requirement, classified by tiers;
(d) the eligible amount of basic own funds to cover the Minimum Capital Requirement, classified by tiers;
(e) a quantitative and qualitative explanation of any material differences between equity as shown in the undertaking’s financial statements and the excess of assets over liabilities as calculated for solvency purposes;
(f) for each basic own-fund item that is subject to the transitional arrangements referred to in Articles TOF1 and TOF2, a description of the nature of the item and its amount; 
(g) for each material item of ancillary own funds, a description of the item, the amount of the ancillary own-fund item and, where a method by which to determine the amount of the ancillary own-fund item has been approved, that method as well as the nature and the names of the counterparty or group of counterparties for the items referred to in points (a) to (c) of Article 89(1) of Directive 2009/138/EC; 
(h) a description of any item deducted from own funds and a brief description of any significant restriction affecting the availability and transferability of own funds within the undertaking.
For the purpose of paragraph (g), the names of the counterparties shall not be disclosed where many minor counterparties exist or such disclosure is legally not possible or impracticable.
2.	The following information shall be disclosed by insurance and reinsurance undertakings regarding their Solvency Capital Requirement and their Minimum Capital Requirement:
(a) the amounts of the undertaking’s Solvency Capital Requirement and the Minimum Capital Requirement at the end of the reporting period, accompanied, where applicable, by an indication that the final amount of the Solvency Capital Requirement is still subject to supervisory assessment; 
(b) the amount of the undertaking’s Solvency Capital Requirement split by risk modules where the undertaking applies the standard formula, and by risk categories where the undertaking applies an internal model;
(c) information on whether and for which risk modules and sub-modules of the standard formula the undertaking is using simplified calculations;
(d) information on whether and for which parameters of the standard formula the undertaking is using undertaking-specific parameters pursuant to Article 104(7) of Directive 2009/138/EC;
(e) where applicable, a statement that the undertaking’s Member State has made use of the option provided for in the third subparagraph of Article 51(2) of Directive 2009/138/EC;
(f) unless the undertaking’s Member State has made use of the option provided for in the third subparagraph of Article 51 (2) of Directive 2009/138/EC, the impact of any undertaking-specific parameters the undertaking is required to use in accordance with Article 110 of Directive 2009/138/EC and the amount of any capital add-on applied to the Solvency Capital Requirement, together with concise information on its justification by the supervisory authority concerned;
(g) information on the inputs used by the undertaking to calculate the Minimum Capital Requirement;
(h) any material change to the Solvency Capital Requirement and to the Minimum Capital Requirement over the reporting period, and the reasons for any such change.
3.	The following information shall be disclosed by insurance and reinsurance undertakings regarding the option set out in Article 304 of Directive 2009/138/EC:
(a) an indication that the undertaking is using the duration-based equity risk sub-module set out in that Article for the calculation of its Solvency Capital Requirement, after approval from its supervisory authority;
(b) the amount of the capital requirement for the duration-based equity risk sub-module resulting from such use.
4.	Where an internal model is used to calculate the Solvency Capital Requirement, the following information shall also be disclosed by insurance and reinsurance undertakings:
(a) a description of the various purposes for which the undertaking is using its internal model;
(b) a description of the scope of the internal model in terms of business units and risk categories; 
(c) where a partial internal model is used, a description of the technique which has been used to integrate any partial internal model into the standard formula including, where relevant, a description of alternative  techniques used; 
(d) a description of the methods used in the internal model for the calculation of the probability distribution forecast and the Solvency Capital Requirement;
(e) an explanation, by risk module, of the main differences in the methodologies and underlying assumptions used in the standard formula and in the internal model;
(f) the risk measure and time period used in the internal model, and where they are not the same as those set out in Article 101(3) of Directive 2009/138/EC, an explanation of why the Solvency Capital Requirement calculated using the internal model provides policy holders and beneficiaries with a level of protection equivalent to that set out in Article 101 of Directive 2009/138/EC;
(g) a description of the nature and appropriateness of the data used in the internal model.
5.	The following information shall be disclosed by insurance and reinsurance undertakings regarding any non-compliance with their Minimum Capital Requirement or significant non-compliance with their Solvency Capital Requirement:
(a) regarding any non-compliance with the undertaking’s Minimum Capital Requirement: the period and maximum amount of each non-compliance during the reporting period, an explanation of its origin and consequences, any remedial measures taken, as provided for under Article 51(1)(e)(v) of Directive 2009/138/EC and an explanation of the effects of such remedial measures;
(b) where non-compliance with the undertaking’s Minimum Capital Requirement has not been subsequently resolved: the amount of the non-compliance at the reporting date;
(c) regarding any significant non-compliance with the undertaking’s Solvency Capital Requirement during the reporting period as defined in Article COF 2 (3)(a) and (b): the period and maximum amount of each significant non-compliance and, in addition to the explanation of its origin and consequences as well as any remedial measures taken, as provided for under Article 51(1)(e)(v) of Directive 2009/138/EC and an explanation of the effects of such remedial measures;
(d) where a significant non-compliance with the undertaking’s Solvency Capital Requirement has not been subsequently resolved: the amount of the non-compliance at the reporting date.
6.	Insurance and reinsurance undertakings shall disclose in a separate section any other material information regarding their capital management.

Article 289 PDS8
(Art. 54(2) of Directive 2009/138/EC)
Additional voluntary information
Where insurance and reinsurance undertakings disclose publicly, in accordance with Article 54(2) of Directive 2009/138/EC, any information or explanation related to their solvency and financial condition whose public disclosure is not required by the laws, regulations and administrative provisions adopted pursuant to that Directive, these undertakings shall ensure that, where relevant, such additional information is consistent with any information provided to the supervisory authorities pursuant to Article 35 of Directive 2009/138/EC. 

SECTION 2
SOLVENCY AND FINANCIAL CONDITION REPORT: NON DISCLOSURE OF INFORMATION
Article 290 PDS10
(Art. 53(1) and (2) of Directive 2009/138/EC)
Non-disclosure of information
1.	Where supervisory authorities permit insurance and reinsurance undertakings, in accordance with Article 53(1) and (2) of Directive 2009/138/EC, not to disclose certain information, such permission shall remain valid only for as long as the reason for non-disclosure continues to exist.
2.	Insurance and reinsurance undertakings shall notify supervisory authorities as soon as the reason for any permitted non-disclosure ceases to exist pursuant to Article 53(1) of Directive 2009/138/EC, Article 51 of that Directive shall apply. .

SECTION 3
SOLVENCY AND FINANCIAL CONDITION REPORT: DEADLINES, MEANS OF DISCLOSURE AND UPDATES
Article 291 PDS11	Comment by Ecofin: Note that this article has not been updated. We believe this will be done, otherwise we wonder how the first one is applicable.
(Art. 51(1) of Directive 2009/138/EC)
Deadlines
1.	Insurance and reinsurance undertakings shall disclose their solvency and financial condition report within the following period:
(a) regarding the solvency and financial condition report related to the financial year ending on or after 30 June 2014 but before 1 January 2015: no later than 20 weeks after the undertaking’s financial year end;
(b) regarding the solvency and financial condition report related to the financial year ending on or after 1 January 2015 but before 1 January 2016: no later than 18 weeks after the undertaking’s financial year end;
(c) regarding the solvency and financial condition report related to the financial years ending on or after 1 January 2016 but before 1 January 2017: no later than 16 weeks after the undertaking’s financial year end;
(d) regarding the solvency and financial condition report related to financial years ending on or after 1 January 2017, insurance and reinsurance undertakings shall subsequently disclose their solvency and financial condition report no later than 14 weeks after the relevant undertaking’s financial year end.
2.	As soon as the solvency and financial condition report, as well as any updated version of that report, is disclosed by insurance and reinsurance undertakings it shall be submitted to the supervisory authorities.

Article 292 PDS12
(Art. 51(1) of Directive 2009/138/EC)
Means of disclosure
1. Where insurance and reinsurance undertakings own and maintain a website related to their business, the solvency and financial condition report shall be disclosed on that website.
2. Subject to Article 345 PDG6, where insurance and reinsurance undertakings do not own and maintain a website but are a member of a trade association which does own and maintain a website, the solvency and financial condition report shall, where permitted by that trade association, be disclosed on the website of that association.
3. Where insurance and reinsurance undertakings disclose their solvency and financial condition report on a website in accordance with paragraph 1 or 2, that report shall remain available on that website for at least five years after the disclosure date referred to in Article PDS11(1).
4. Where insurance and reinsurance undertakings do not disclose their solvency and financial condition report on a website in accordance with paragraphs 1 and 2, they shall send an electronic copy of their report to any person who, within five years of the disclosure date referred to in Article PDS11(1) requests the report. Insurance and reinsurance undertakings shall send the report within 10 working days from that request.
5. Insurance and reinsurance undertakings shall, irrespective of whether the undertaking’s report has been made available on a website in accordance with paragraph 1 or 2, send, to any person who so requests within two years of the disclosure date referred to in Article PDS11(1), a printed copy of their report within 20 working days from that request.
6. Insurance and reinsurance undertakings shall submit to the supervisory authorities their solvency and financial condition report, and any updated version of that report thereto, in electronic form.

Article 293 PDS13
(Art. 54(1) of Directive 2009/138/EC)
Updates
1. Where insurance and reinsurance undertakings have to disclose publicly, in accordance with Article 54(1) of Directive 2009/138/EC, appropriate information on the nature and effects of any major development significantly affecting the relevance of their solvency and financial condition report, the undertaking shall publish an updated version of that report in accordance with paragraph 2.  Articles PDS1 to PDS10 shall apply to that updated version.
2. Without prejudice to any disclosure which shall be immediately provided by insurance and reinsurance undertakings in accordance with the requirements of Article 54(1) of Directive 2009/138/EC, any updated version of the solvency and financial condition report shall be disclosed as soon as possible after the major development referred to in paragraph 1, in accordance with the provisions set out in Article PDS12.
3. Notwithstanding paragraphs 1 and 2, insurance and reinsurance undertakings may decide, for the purpose of paragraph 5 of Article PDS12, to disclose appropriate information on the nature and effects of any major development significantly affecting the relevance of their solvency and financial condition report in the form of amendments supplementing the initial report.

Article 293bis PDS14
(Art. 51(1) of Directive 2009/138/EC)
Transitional arrangements on comparative information
Where a comparison of the information with that reported on the previous reporting period is required in accordance with this Section, insurance and reinsurance undertakings shall comply with such a requirement only where the previous reporting period covers a period after the startdate of application of Directive 2009/138/EC.


CHAPTER XIII
SUPERVISORY REPORTING
SECTION 1
REGULAR SUPERVISORY REPORTING: ELEMENTS AND CONTENTS
Article 294 SRS1
(Art. 35(2)(a)(i) of Directive 2009/138/EC)
Elements of the regular supervisory reporting
1. The information which supervisory authorities require insurance and reinsurance undertakings to submit at predefined periods in accordance with Article 35(2)(a)(i) of Directive 2009/138/EC shall comprise the following:
(a) the solvency and financial condition report disclosed by the insurance or reinsurance undertaking in accordance with Article PDS11, together with any equivalent information disclosed publicly under other legal or regulatory requirements to which the solvency and financial condition report refers to as well as any updated version of that report disclosed in accordance with Article PDS13;
(b) a regular supervisory report comprising the information required under Article 35 of Directive 2009/138/EC in narrative form and including quantitative data, where appropriate;
(c) the own-risk and solvency assessment supervisory report ('ORSA supervisory report') comprising the results of each regular own risk and solvency assessment performed by the insurance and reinsurance undertakings in accordance with Article 45(6) of Directive 2009/138/EC, whenever an ORSA is performed regularly in accordance with Article 45(5) of that Directive;
(d) annual and quarterly quantitative templates specifying in greater detail and supplementing, where appropriate, the information presented in the solvency and financial condition report and in the regular supervisory report. 
2.	The regular supervisory report shall follow the same structure as the one set out in Annex PD1 for the solvency and financial condition report.
3.	The regular supervisory report shall present in a coherent and informative manner the information referred to in Articles SRS2 to SRS7.  It shall also present in a coherent and informative manner any information referred to in Articles PDS3 to PDS7 which supervisory authorities have permitted insurance and reinsurance undertakings, in accordance with Article 53(1) of Directive 2009/138/EC, not to disclose in their solvency and financial condition report. 
4.	The ORSA supervisory report shall present in a coherent and informative manner the following:
(a) the qualitative and quantitative results of the own risk and solvency assessment and the conclusions drawn by the insurance or reinsurance undertaking from those results;
(b) the methods and main assumptions used in the own risk and solvency assessment;
(c) information on the undertaking's overall solvency needs and a comparison between those solvency needs, the regulatory capital requirements and the undertaking's own funds; 
(d) qualitative information on, and where significant deviations have been identified a quantification of the extent to which quantifiable risks of the undertakings are not reflected in the calculation of the Solvency Capital Requirement;   
5.	The scope of the quarterly quantitative templates shall be narrower than that of the annual quantitative templates. 
6.	Paragraph 1 is without prejudice to the power of supervisory authorities to require insurance and reinsurance undertakings to communicate on a regular basis any other information prepared under the responsibility of – or at the request of – the administrative, management or supervisory bodies of these undertakings.

Article 294bis SRS 1bisSRS1bis
(Art. 35 (4)(b) of Directive 2009/138/EC)
Materiality
The information submitted to supervisors should be considered as material if its omission or misstatement could influence the decision-making or judgement of the supervisory authorities.

Article 295 SRS2
(Art. 35(2)(a)(i) of Directive 2009/138/EC)
Summary
The regular supervisory report shall include a summary which shall in particular highlight any material changes that have occurred in the undertaking’s business and performance, system of governance, risk profile, valuation for solvency purposes and capital management over the reporting period, and provide a concise explanation about the causes and effects of such changes. The summary shall include the information on the own risk and solvency assessment for the purpose of Article 45(6) of Directive 2009/139/EC.

Article 296  SRS3
(Art. 35(2)(a)(i) of Directive 2009/138/EC)
Business and performance
1.	The following information shall be reported by insurance and reinsurance undertakings regarding their business:
(a) the main trends and factors that contribute to the development, performance and position of the undertaking over its business planning time horizon including the undertaking's competitive position and any significant legal or regulatory issues;
(b) a description of the business objectives of the undertaking, including the relevant strategies and time frames.
2.	The following qualitative and quantitative information shall be reported by insurance and reinsurance undertakings regarding their underwriting performance, as shown in the undertaking’s financial statements:
(a) information on the undertaking’s underwriting income and expenses by material line of business and material geographical areas where it writes business during the reporting period, a comparison of the information with that reported on the previous reporting period and the reasons for any material changes;
(b) an analysis of the undertaking’s overall underwriting performance during the reporting period;
(c) information on the undertaking's underwriting performance by line of business during the reporting period against projections, and significant factors affecting deviations from these projections;
(d) projections of the undertaking's underwriting performance, with information on significant factors that might affect such underwriting performance, over its business planning time horizon;
(e) information on any material risk mitigation techniques purchased or entered into during the reporting period. 
3.	The following qualitative and quantitative information shall be reported by insurance and reinsurance undertakings regarding the performance of their investments, as shown in the undertaking’s financial statements: 
(a) information on  income and expenses with respect to investment activities during the last reporting period, a comparison of the information with that reported on the previous reporting period and reasons for any material changes;
(b) an analysis of the undertaking’s overall investment performance during the reporting period and also by relevant asset class; 
(c) projections of the undertaking's expected investment performance, with information on significant factors that might affect such investment performance, over its business planning time horizon;
(d) the key assumptions which the undertaking makes in its investment decisions with respect to the movement of interest rates, exchange rates, and other relevant market parameters, over its business planning time horizon;
(e) information about any investments in tradable securities or other financial instruments based on repackaged loanssecuritisation, and the undertaking's risk management procedures in respect of such securities or instruments.
4.	Insurance and reinsurance undertakings shall report information of any material income and expenses, other than underwriting or investment income and expenses, over the undertaking's business planning time horizon. 
5.	Insurance and reinsurance undertakings shall report any other material information regarding their business and performance.

Article 297 SRS4
(Art. 35(2)(a)(i) of Directive 2009/138/EC)
System of governance 
1.	The following information shall be reported by insurance and reinsurance undertakings regarding the general governance requirements:
(a) information allowing the supervisory authorities to gain a good understanding of the system of governance within the undertaking, and to assess its appropriateness  to the undertaking’s business strategy and operations; 
(b) information relating to the undertaking's delegation of responsibilities, reporting lines and allocation of functions;
(c) the remuneration entitlements of the members of the administrative, management and supervisory bodies, over the reporting period and a comparison of the information with that reported on the previous reporting period and the reasons for any material changes.
2.	The following information shall be reported by insurance and reinsurance undertakings regarding their compliance with the fit and proper requirements:
(a) in accordance with the requirements set out in Article 42 of Directive 2009/138/EC, a list of the persons in the undertaking, or external to the undertaking in the case that the undertaking has outsourced key functions that are responsible for key functions;
(b) information on the policies and processes established by the undertaking to ensure that those persons are fit and proper.
3.	The following information shall be reported by insurance and reinsurance undertakings regarding their risk management system:
(a) information on the undertaking’s risk management strategies, objectives, processes and reporting procedures for each category of risk;
(b) information on significant risks that the undertaking is exposed to over the life-time of its insurance and reinsurance obligations, and how these have been captured in its overall solvency needs;
(c) information on any material risks that the undertaking has identified and that are not fully included in the calculation of the Solvency Capital Requirement as set out in Article 101(4) of Directive 2009/138/EC;
(d) information on how the undertaking fulfils its obligation to invest all theirits assets in accordance towith the 'prudent person principle' set out in Article 132 of Directive 2009/138/EC;
(e) information on how the undertaking verifies the appropriateness of credit assessments from external credit assessments institutions including how and the extent to which credit assessments from external credit assessments institutions are used.
(f) results of the assessments regarding the extrapolation of the risk-free rate, the matching adjustment and the volatility adjustment, as referred to in Article 44(2a) of Directive 2009/138/EC. 
4.	The following information shall be reported by insurance and reinsurance undertakings regarding their own risk and solvency assessments which were performed over the reporting period:
(a) a description of how the own risk and solvency assessment is performed, internally documented and reviewed, and how it is integrated into the management process and into the decision-making process of the undertaking;
5.	The following information shall be reported by insurance and reinsurance undertakings regarding their internal control system:
(a) information on the key procedures that the internal control system includes;
(b) information on the activities performed in accordance with Article 46(2) of Directive 2009/138/EC during the reporting period;
(c) information on the undertaking's compliance policy prepared pursuant to Article SG8, the process for reviewing that policy, the frequency of review and any significant changes to that policy during the reporting period. 
6.	The following information shall be reported by insurance and reinsurance undertakings regarding their internal audit function:
(a) a description of internal audits performed during the reporting period, with a summary of the material findings and recommendations reported to the undertaking’s administrative, management or supervisory body, and any action  taken with respect to these findings and recommendations;
(b) a description of the undertaking's internal audit policy, the process for reviewing that policy, the frequency of review and any significant changes to that policy during the reporting period;
(c) a description of the undertaking’s audit plan,  including future internal audits and the rationale for these future audits.
7.	With regard to the actuarial function insurance and reinsurance undertakings shall report an overview of the activities undertaken by the actuarial function in each of its areas of responsibility during the reporting period, describing how the actuarial function contributes to the effective implementation of the undertaking's risk management system.
8.	The following information shall be reported by insurance and reinsurance undertakings regarding outsourcing:
(a) where the undertaking outsources any critical or important operational functions or activities,  the rationale for the outsourcing and evidence that appropriate oversight and safeguards are in place;
(b) information on the service providers to whom any critical or important operational functions or activities have been outsourced and on how the undertaking ensures that the service providers comply with Article SG12(3)(a).
9.	Insurance and reinsurance undertakings shall report any other material information regarding their system of governance.

Article 298 SRS5
(Art. 35(2)(a)(i) of Directive 2009/138/EC)
Risk profile
1.	Insurance and reinsurance undertakings shall report qualitative and quantitative information regarding their risk profile, in accordance with paragraphs 2 to 5, separately for the following categories of risk:
(a) underwriting risk;
(b) market risk;
(c) credit risk;
(d) liquidity risk;
(e) operational risk;
(f) other material risks.
2.	The following information shall be reported by insurance and reinsurance undertakings regarding their risk exposure, including the exposure arising from off-balance sheet positions and the transfer of risk in a securitisation using a legal entity includingto special purpose vehicles:
(a) an overview of any material risk exposures anticipated over the business planning time horizon given the undertaking’s business strategy, and how these risk exposures will be managed;
(b) where the undertaking sells or re-pledges collateral, within the meaning of Article SCRRM6, the amount of that collateral, valued in accordance with Article 75 of Directive 2009/138/EC;
(c) where the undertaking has provided collateral, within the meaning of Article SCRRM6, the nature of the collateral, the nature and value of assets provided as collateral and the corresponding actual and contingent liabilities created by that collateral arrangement;
(d) information on the material terms and conditions associated with the collateral arrangement;
(e) a complete list of assets and how those assets have been invested in accordance with the 'prudent person principle' set out in Article 132 of Directive 2009/138/EC;
(f) where the undertaking has entered into securities lending agreements or securitiesborrowing transactions, repurchase or reverse repurchase agreements including liquidity swaps, information on itstheir characteristics and volume;
(g) where the undertaking sells variable annuities,  information on guarantee riders and hedging of the guarantees.
2a	Insurance and reinsurance undertakings shall report the volume and nature of their loan portfolio.
3.	With respect to risk concentration insurance and reinsurance undertakings shall report information on the material risk concentrations to which the undertaking is exposed to and an overview of any future risk concentrations anticipated over the business planning time horizon given the undertaking’s business strategy, and how these risk concentrations will be managed.
4.	The following information shall be reported by insurance and reinsurance undertakings regarding their risk-mitigation techniques:
(a) information on the techniques currently used to mitigate risks, and a description of any material risk-mitigation techniques that the undertaking is considering purchasing or entering into over the business planning time horizon given the undertaking’s business strategy, and the rationale for and effect of such risk mitigation techniques;
(b) where the insurance or reinsurance undertaking holds collateral, within the meaning of Article SCRRM6:
(i) the value of the collateral in accordance with Article 75 of Directive 2009/138/EC; 
(ii) information on the material terms and conditions associated with the  collateral arrangement. 
(4bis) .	With regard to their liquidity risk, insurance and reinsurance undertakings shall report the expected profit included in future premiums as calculated in accordance with Article 252(2) for each line of business, the result of the qualitative assessment referred to in Article 252(1)(d)(iii) and a description of the methods and main assumptions used to calculate the expected profit included in future premiums; 
5.	The following information shall be reported by insurance and reinsurance undertakings regarding their risk sensitivity:
(a) a description of the relevant stress tests and scenario analysis referred to in Article SG4(2), carried out by the undertaking including their outcome;
(b) a description of the methods used and the main assumptions underlying those stress tests and scenario analysis.
6.	Insurance and reinsurance undertakings shall report quantitative data which is necessary for determining dependencies between the risks covered by the risk modules sub-modules and of the Basic Solvency Capital Requirement.
7.	Insurance and reinsurance undertakings shall report any other material information regarding their risk profile.

Article 299 SRS6
(Art. 35(2)(a)(i) of Directive 2009/138/EC)
Valuation for solvency purposes
1. Insurance and reinsurance undertakings shall report in detail any important information, other than that already disclosed in their solvency and financial condition report, regarding the valuation of their assets, technical provisions and other liabilities for solvency purposes.
2.	Insurance and reinsurance undertakings shall report a description of:
(i) the relevant assumptions about future management actions;
(ii) the relevant assumptions about policy holder behaviour.

3.	Insurance and reinsurance undertakings shall include information on the areas set out in Article 254 (1) [x2 IM3] in complying with their reporting requirements in relation to valuation for solvency purposes
2. When the counter-cyclical premium is different from zero, insurance and reinsurance undertakings shall also report the amount of technical provisions per line of business, calculated under the assumption that the counter-cyclical premium is zero.  
3. Where applicable, insurance and reinsurance undertakings shall also report:
(a) whether they use the matching premium referred to in Article 41;
(b) the amount of technical provisions for insurance obligations to which the matching premium is applied;
the amount of technical provisions for insurance obligations to which the matching premium is applied, calculated under the assumption that the matching premium is zero.
Article 300 SRS7
(Art. 35(2)(a)(i) of Directive 2009/138/EC)
Capital Management
1. The following information shall be reported by insurance and reinsurance undertakings regarding their own funds:
(a) information on the material terms and conditions of the main items of own funds held by the undertaking;
(b) the expected developments of the undertaking's own funds over its business planning time horizon given the undertaking's business strategy, and appropriately stressed capital plans and whether there is any intention to repay or redeem any own-fund item or plans to raise additional own funds.
(c) the undertaking's plans on how to replace basic own-fund items that are subject to the transitional arrangements referred to in Article TOF1 and TOF2 over the timeframe referred to in those Articles.
2. The following information shall be reported by insurance and reinsurance undertakings regarding their Solvency Capital Requirement and their Minimum Capital Requirement:
(a) quantitative information on  the undertaking’s Solvency Capital Requirement split by risk modules where the undertaking applies the standard formula, and by risk categories where the undertaking applies an internal model;
(b) the expected developments of the undertaking's anticipated Solvency Capital Requirement and Minimum Capital Requirement over its business planning time horizon given the undertaking's business strategy;
(c) an estimate of the undertaking's Solvency Capital Requirement determined in accordance with the standard formula, where the undertaking is using an internal model to calculate its Solvency Capital Requirement and where the supervisory authority requires the undertaking to provide that estimate pursuant to Article 112(7) of Directive 2009/138/EC.
3. Where an internal model is used to calculate their Solvency Capital Requirement, the following information  shall also be reported by insurance and reinsurance undertakings:
(a) the results of the review of the causes and sources of profits and losses, required by Article 123 of Directive 2009/138/EC, for each major business unit and how the categorisation of risk chosen in the internal model explains those causes and sources of profits and losses; 
(b) information on whether, and if so to what extent, the risk profile of the undertaking deviates from the assumptions underlying the undertaking’s internal model;
(c) information about future management actions used in the calculation of the Solvency Capital Requirement.
4. Insurance and reinsurance undertakings shall report information on any reasonably foreseeable risk of non-compliance with the undertaking’s Minimum Capital Requirement or Solvency Capital Requirement, and the undertaking’s plans for ensuring that compliance with each is maintained.
5. Insurance and reinsurance undertakings shall report any other material information regarding their capital management.
SECTION 1 bis1bis
SOLVENCY AND FINANCIAL CONDITION REPORT: SUPERVISION
Article 300bis SRS7 bis
(Art. 35(1) of Directive 2009/138/EC)
Non-disclosure of information
Insurance and reinsurance undertakings shall inform the supervisory authorities as soon as the reason for any permitted non-disclosure pursuant to Article 53(1) of Directive 2009/138/EC ceases to exist.

SECTION 2
REGULAR SUPERVISORY REPORTING: DEADLINES AND MEANS OF COMMUNICATION 
Article 301 SRS8
(Art. 35(2)(a)(i) of Directive 2009/138/EC)
Deadlines
1. Insurance and reinsurance undertakings shall submit the regular supervisory report referred to in Article SRS1(1) (b) for the first time in relation to their financial year ending on or after 30 June 2014 but before 1 January 2015, no later than 20 weeks after the undertaking’s financial year end and at least every 3 years, thereafter no later than 14 weeks after the relevant undertaking’s financial year end.
2. Supervisory authorities may require an insurance and reinsurance undertaking to submit its regular supervisory report at the end of any financial year of the undertaking not already covered by paragraphs 1.   
3. Where supervisory authorities require, in accordance with paragraph 2, a regular supervisory report to be submitted in relation to an undertaking's financial year, insurance and reinsurance undertakings shall submit that report within the following period:
(a) regarding the regular supervisory report related to the financial year ending on or after 1 January 2015 but before 1 January 2016: no later than 18 weeks after the undertaking’s financial year end;
(b) regarding the regular supervisory report related to financial years ending on or after 1 January 2016 but before 1 January 2017: no later than 16 weeks after the undertaking’s financial year end.
4. Where supervisory authorities do not require, in accordance with paragraph 2, a regular supervisory report to be submitted in relation to a financial year, insurance and reinsurance undertakings shall nevertheless submit to their supervisory authority a report which sets out any material changes that have occurred in the undertaking’s business and performance, system of governance, risk profile, valuation for solvency purposes and capital management over the reporting period, and provide a concise explanation about the causes and effects of such changes.  That report shall be submitted in relation to the financial years and within the periods set out in paragraph 3. 
5. Insurance and reinsurance undertakings shall submit the ORSA supervisory report referred to in Article SRS1(1) within 2 weeks after concluding the assessment.
6.  Insurance and reinsurance undertakings shall submit the annual quantitative templates referred to Article SRS1(1) (c) within the following period:
(a) regarding the annual quantitative templates related to the financial year of the undertaking ending on or after 1 January 2014 but before 1 January 2015: no later than 20 weeks after the undertaking’s financial year end;
(b) regarding the annual quantitative templates related to the financial year of the undertaking ending on or after 1 January 2015 but before 1 January 2016: no later than 18 weeks after the undertaking’s financial year end;
(c) regarding the annual quantitative templates related to financial year of the undertaking ending on or after 1 January 2016 but before 1 January 2017: no later than 16 weeks after the undertaking’s financial year end;
(d) regarding the annual quantitative templates related to any financial years of the undertaking ending on or after 1 January 2017: no later than 14 weeks after the relevant undertaking’s financial year end.
7. Insurance and reinsurance undertakings shall submit the quarterly quantitative templates referred to Article SRS1(1) (c)  within the following period:
(a) regarding the quarterly quantitative templates related to any quarter ending on or after 1 January 2014 but before 1 January 2015: no later than 8 weeks after the quarter end;
(b) regarding the quarterly quantitative templates related to any quarter ending on or after 1 January 2015 but before 1 January 2016: no later than 7 weeks after the quarter end;
(c) regarding the quarterly quantitative templates related to any quarter ending on or after 1 January 2016 but before 1 January 2017: no later than 6 weeks after the quarter end.
(d) regarding the quarterly quantitative templates related to any quarter ending on or after 1 January 2017: no later than 5 weeks after the relevant quarter end.

Article 302 SRS9
(Art. 35(2)(a)(i) of Directive 2009/138/EC)
Means of communication
Insurance and reinsurance undertakings shall submit to the supervisory authorities the regular supervisory report, the ORSA supervisory report and the quantitative templates referred to in Article SRS8 in electronic form.
Article 302bis SRS10
(Art. 35 (1)(b) of Directive 2009/138/EC)
Transitional information requirements
1. In relation to the first year of application of Directive 2009/138/EC, insurance and insurance undertakings shall submit to the supervisory authorities the following quantitative and qualitative information:

2. an opening valuation of assets and liabilities drawn up in accordance with the valuation principles set out in Article 75 to 86 of Directive 2009/138/EC. The reference date of the opening financial statement shall be the first day of the insurance or reinsurance undertaking's financial year starting on or after 1 January 20142016 but before 1 July 20142016;

3. separately for each material class of assets and liabilities, a qualitative explanation of the main differences between the figures reported in the opening valuation as set out in point (a) and those calculated according to the solvency  regime previously in place;

4. the undertaking's Minimum Capital Requirement, Solvency Capital Requirement and the Minimum Capital Requirementeligible Own Funds as of the date of the opening financial statement referred to in point (a).
5. Insurance and reinsurance undertakings shall submit to the supervisory authority the information in paragraph 1 no later than 14 weeks after the reference date of the opening financial statement as referred to in paragraph 1.

CHAPTER [XIV]
TRANSPARENCY AND ACCOUNTABILITY OF SUPERVISORY AUTHORITIES
Article 303 TA1
(Article 31(2) of Directive 2009/138/EC)
General Principles
1. The structure and common format of the disclosure referred to in Article 31(2) of Directive 2009/138/EC shall allow relevant information to be easily accessible and comparable for all interested parties. 
2.	No confidential information which supervisory authorities may receive in the course of their duties shall be included in the disclosure except in summary or aggregate form, such that individual undertakings or groups cannot be identified. 

Article 306 TA4
(Article 31(2)(c) of Directive 2009/138/EC)
Aggregate statistical data
1. The aggregated statistical data to be disclosed on key aspects of the application of the prudential framework shall include information as specified in Annex TA1.
2. As of 31 December 20182020, the disclosure shall include data of the four previous years. In relation to disclosure before 31 December 2018, it shall include data of all previous years starting from 1 January 2014.2016.

Article 308 TA6
(Article 31(2) of Directive 2009/138/EC)
Means of disclosure
1. The information referred to in Article 31(2) of Directive 2009/138/EC shall be disclosed and made available via the website of the supervisory authority in the official language or languages of the Member State concerned and shall also be disclosed in a language customary in the sphere of international finance.
2. The information shall be updated at least every year. Where changes in laws, regulations, administrative rules and general guidance in the field of insurance or reinsurance regulation are concerned, updated information shall be provided at the latest when the changes become applicable.
3. Aggregated annual statistical data concerning the supervised undertakings and groups in accordance with Article TA4 shall be disclosed in respect of each calendar year within three months after the date by which the undertakings having a financial year ending 31 December are required by Article SRS8(5) to submit annual quantitative templates. Information concerning the supervisory authorities shall be made available within four months after the 31 December of each calendar year. 
4. The first year for which information shall be published in the official language or languages of the Member State concerned shall be the calendar year starting on or after 1 January 2014 and information shall be published no later than 3 months after the year start. In relation to the first year, the information to be disclosed in a language customary in the sphere of international finance shall be published no later than 12 months after the date in which the information in the official language or languages of the Member State concerned is published.

CHAPTER [XV]
SPECIAL PURPOSE VEHICLES
SECTION 1
AUTHORISATION
Article 309 SPV1
(Article 211(2) of Directive 2009/138/EC)
General provisions for the authorisation of special purpose vehicles
1. The supervisory authorities in the Member State in which the special purpose vehicle is established shall be responsible for the authorisation of that special purpose vehicle.
2. In any application for approval to establish a special purpose vehicle in accordance with Article 211 of Directive 2009/138/EC, the special purpose vehicle shall provide the supervisory authorities with documentary evidence that the requirements set out in Articles SPV2 to SPV9 and SPV11 are met and that the special purpose vehicle is capable of meeting the requirements in Article SPV10. 
3. Where the special purpose vehicle which assumes risks from an insurance or reinsurance undertaking is established in a Member State which is not the Member State in which the insurance or reinsurance undertaking is established, the supervisory authorities in the Member State in which the special purpose vehicle is established shall consult the other supervisory authorities concerned before it takes a decision on authorisation. 
4. The authorisation of special purpose vehicles by a supervisory authorities shall state the uses for which the special purpose vehicle is authorised and, where relevant, any terms and conditions, relating to that use. 
5. Any decision to refuse an authorisation of a special purpose vehicle shall state full reasons and shall be notified to the special purpose vehicle. 
Article 310 SPV2
(Article 211(2) (a) 1)of Directive 2009/138/EC)
Scope of Authorisation
Special purpose vehicles that meet the definition set out in Article 13(26) of Directive 2009/138/EC shall be eligible forThe authorisation of a special purpose vehicle by the supervisory authorities in the Member State in which the special purpose vehicle is established, provided thatreferred to in SPV1 (1) shall be subject to the following conditions arebeing fulfilled:
(a) the special purpose vehicle assumes risks from an insurance or reinsurance undertaking through reinsurance contracts or assumes insurance risks through similar arrangements;
(b) where athe special purpose vehicle assumes risks from more than one insurance or reinsurance undertaking, the solvency of that special purpose vehicle shallis not be adversely affected by the winding-up proceedings of any one of those insurance or reinsurance undertakings;
(c) the contractual arrangements relating to the transfer of risk from an insurance or reinsurance undertaking to athe special purpose vehicle and the investment in assets by the special purpose vehicle satisfyfulfil the conditions set out in Articles SPV3 to SPV5;
(d) the persons whothat effectively run the special purpose vehicle satisfy the conditions in Article SPV7;
(e) the shareholders or members having a qualifying holding within the meaning of Article 13(21) of Directive 2009/138/EC in the special purpose vehicle satisfy the conditions set out in Article SPV8; 
(f) the special purpose vehicle has an effective system of governance and meets the conditions set out in Article SPV9; 
(g) the special purpose vehicle is capable of meeting the requirements in Article SPV10;
(h) the special purpose vehicle satisfies the requirements set out in Articles SPV11 and SPV6. 
SECTION 2
MANDATORY CONTRACT CONDITIONS
Article 311 SPV3
(Article 211(2) (b) of Directive 2009/138/EC)
Fully Funded 
The contractual arrangements relating to the transfer of risk from an insurance or reinsurance undertaking to a special purpose vehicle shall ensure that the special purpose vehicle is at all times fully funded, as set out in accordance with Article SPV11. 

Article 312 SPV4
(Article 211(2) (b) of Directive 2009/138/EC)
Effective transfer of risk
1. The contractual arrangements relating to the transfer of risk from an insurance or reinsurance undertaking to a special purpose vehicle and from the special purpose vehicle to the providers of debt or financing shall ensure that: 
the transfer of risk is effective in all circumstances; 
the extent of risk transfer is clearly defined and incontrovertible. 
2. The transfer of risk shall not be deemed to be effective in all circumstances where there are connected transactions which could undermine the effective transfer of risk.

Article 313 SPV5
(Article 211(2) (b) of Directive 2009/138/EC)
Rights of the providers of debt or financing mechanisms 
The contractual arrangements relating to the transfer of risk from an insurance or reinsurance undertaking to a special purpose vehicle and from the special purpose vehicle to the providers of debt or finance shall ensure that: 
(a)	the claims of the providers of debt or financing mechanisms are at all times subordinated to the reinsurance obligations of the special purpose vehicle to the insurance or reinsurance undertaking;
(b)	no payments are made to the providers of debt or financing, if following those payments the special purpose vehicle would no longer be fully funded; 
(c)	the providers of debt or finance to the special purpose vehicle have no rights of recourse to the assets of the insurance or reinsurance undertaking;
(d)	the providers of debt or finance to the special purpose vehicle have no rights to apply for the winding-up of the special purpose vehicle. 

SECTION 3
SYSTEM OF GOVERNANCE

Article 315 SPV7
(Article 211(2)(c) of Directive 2009/138/EC)
Fit and proper requirements of persons who effectively run a special purpose vehicle
1.	All persons who effectively run a special purpose vehicle shall at all times fulfil the requirements set out in Article 42(1) of Directive 2009/138/EC. 
2.	Special purpose vehicles shall notify the supervisory authorities of the identity of the persons who effectively run the special purpose vehicle and demonstrate to the supervisory authorities that those persons meet the requirements referred to in paragraph 1set out in Article 42(1) of Directive 2009/138/EC. 
3.	Special purpose vehicles shall notify the supervisory authorities of any changes in the identity of the persons who effectively run the special purpose vehicle and provide the supervisory authorities with all information needed to assess whether any new persons appointed to manage the special purpose vehicle are fit and proper. in accordance with Article 42(2). 
4.	Special purpose vehicles shall notify the supervisory authorities if any of the persons referred to in paragraph 1who effectively run a special purpose vehicle have been replaced because they no longer fulfil the requirements referred to in paragraph 1set out in Article 42(1) of Directive 2009/138/EC. 

Article 316 SPV8
(Article 211(2)(d) of Directive 2009/138/EC)
Fit and proper requirements for shareholders or members with a qualifying holding
1.	The assessment of whether the shareholders or members having a qualifying holding within the meaning of Article 13(21) of Directive 2009/138/EC in a special purpose vehicle are fit and proper shall take into account the following criteria:
(a) the reputation and integrity of the shareholder or member having a qualifying holding in the special purpose vehicle; 
(b) the financial soundness of the shareholder or member having a qualifying holding in the special purpose vehicle;
(c) the level of influence that the shareholder or member having a qualifying holding in the special purpose vehicle will exercise over the special purpose vehicle; 
(d) whether there are reasonable grounds to suspect that, in connection with the qualifying holding of the shareholder or members having a qualifying holding in the special purpose vehicle, money laundering or terrorist financing within the meaning of Article 1 of Directive 2005/60/EC of the European Parliament and of the Council of 26 October 2005 on the prevention of the use of the financial system for the purpose of money laundering and terrorist financing is being or has been committed or attempted, or that the qualifying holding could increase the risk thereof.
2.	Special purpose vehicles shall notify the supervisory authorities of the identity of the persons who are shareholders or members having a qualifying holding in the special purpose vehicle.

Article 317 SPV9
(Article 211(2)(e) of Directive 2009/138/EC)
Sound administrative and accounting procedures, adequate internal control mechanisms and risk-management requirements
1.	Special purpose vehicles shall have aan effective system of governance which provides for sound and prudent management of the special purpose vehicle and that is appropriate to the nature, scale and complexity of the risks that the special purpose vehicle it assumes and the uses for which it is authorised.
2. 	The system of governance of the special purpose vehicle is authorised in accordance with Article SPV1(4), includingshall consist of:
sound administrative and accounting procedures, including the maintenance of adequate and orderly records of the activities and transactions undertaken by the special purpose vehicle, adequate internal control mechanisms and an effective risk management system; 
(a)	written policies in relation to at least risk management, internal control, administrative and accounting procedures and, where relevant, outsourcing. The; the written policies shall comprise policies relating to the areas set out in Article 44(2)(a) to (f) of Directive 2009/138/EC to the extent that these are relevant taking into account the uses of the special purpose vehicle; 
(b)	effective internal controls to ensure that the mandatory contract conditions in Section 2 and the requirements in Section 5 are fulfilled on an ongoing basis; 
(c)	an effective risk-management system comprising processes and reporting procedures necessary to identify, measure, monitor, manage and report, on an ongoing basis the risk to which the special purpose vehicle could be exposed. 
3.	Special purpose vehicles shall ensure that the policies referred to in point (ba) of paragraph 12 are implemented effectively. 

SECTION 4
SUPERVISORY REPORTING
Article 318 SPV10
(Article 211(2) (f) of Directive 2009/138/EC)
Supervisory reporting
1.	The supervisory authorities in the Member State in which the special purpose vehicle is established may request such information from the special purpose vehicle as is necessary in order to supervise the special purpose vehicle. 
2.	Special purpose vehicles shall report the following information to the supervisory authorities in the Member State in which the special purpose vehicle is established andreferred to the supervisory authorities in the Member States in which the insurance or reinsurance undertakings that have transferred risk to the special purpose vehicle are establishedin Article 309(3) : 
(a)	the value of the assets of the special purpose vehicle valued in accordance with Article 75 of Directive 2009/138/EC distinguished by material class and a description of the basis, methods and assumptions used for their valuation; 
(b)	the aggregate maximum risk exposure of the special purpose vehicle and a description of the basis, methods and assumptions used for the determination of the aggregate maximum risk exposure; 
(c)	conflicts of interest between any of the special purpose vehicle, the insurance or reinsurance undertakings and the providers of debt or finance; 
(d)	significant transactions entered into by the special purpose vehicle during the last reporting period.
The 3.	Special purpose vehicles shall submit the report referred to in paragraph 2 shall be submitted at least annually by special purpose vehicles. 
The deadlines for the submission of4.	Special purpose vehicles shall submit the report shall bereferred to in paragraph 2:
(a) 	no later than 20 weeks after the same as the deadlines for submitting annual quantitative templates in Article SRS8(6), except that those deadlines apply from the special purpose vehicle'sspecial purpose vehicle’s financial year end.  for the financial year ending 30 June 2016 but before 1 January 2017;
(b)	no later than 18 weeks after the special purpose vehicle’s financial year end for the financial year ending on or after 1 January 2017 but before 1 January 2018;
(c)	no later than 16 weeks after the special purpose vehicle’s financial year end for the financial year ending on or after 1 January 2018 but before 1 January 2019;
(d)	no later than 14 weeks after the special purpose vehicle’s financial year end for financial years ending after 1 January 2019. 
5.	Special purpose vehicles shall immediately inform the supervisory authorities in the Member State in which the special purpose vehicle is established of any material changes that could affect the compliance by the special purpose vehicle with the requirements set out in Articles SPV2 to SPV9 and Article SPV11. 

SECTION 5
SOLVENCY REQUIREMENTS
Article 319 SPV11
(Article 211(2) (g) of Directive 2009/138/EC)
SpecialSolvency requirements
1.	In order to be considered fully funded special purpose vehicles shall satisfy the following conditions in order to be considered fully funded: 
0. the assets of the special purpose vehicle are valued in accordance with Article 75 of Directive 2009/138/EC; 
0. the special purpose vehicle has at all times assets the value of which is equal to or exceeds the aggregate maximum risk exposure and the special purpose vehicle is able to pay the amounts it is liable for as they fall due; 
0. the proceeds of the debt issuance or other financing mechanism are fully paid-in. 
2.	The assessment by supervisory authorities of whether athe special purpose vehicle has at all times assets the value of which is fully fundedequal to or exceeds the aggregate maximum risk exposure and the special purpose vehicle is able to pay the amounts it is liable for as they fall due, shall be based on whether the conditions in points (b) and (c) of paragraph 1 have been satisfied, takingtake into account, where appropriate:: 
0. the liquidity risk of the special purpose vehicle;
0. the quantifiable risks of the special purpose vehicle;	
0. the arrangements for holding assets in the special purpose vehicle. 
3.	The special purpose vehicle shall demonstrate to the supervisory authorities in its report referred to in Article SPV10(2) and on request by the supervisory authorities that it satisfies the requirements set out in paragraph 1, having regard and report on points (a) to the factors(b) in paragraph 2. 
4.	Payments relating to existing insurance and reinsurance contracts, that are expected to be received in the future by the special purpose vehicle from the insurance or reinsurance undertaking that has transferred risk to the special purpose vehicle, may be included in the assets of the special purpose vehicle, provided that the following conditions are met:
(a) the future liabilities of the special purpose vehicle to the providers of debt or finance only arise subject to the receipt of the payments from the insurance or reinsurance undertaking that has transferred risk to the special purpose vehicle; 
(b) there is no scenario under which the basic own funds of the insurance or reinsurance undertaking which has transferred risks to the special purpose vehicle would be negatively affected by the payment not being received by the special purpose vehicle; 
(c) the special purpose vehicle continues to meet the conditions set out in paragraph 1 in the event that the payments from the insurance or reinsurance undertaking that has transferred risk to the special purpose vehicle payments are not received.; 
(d) the payments do not relate to expenses that are excluded from the aggregate maximum risk exposure as defined in point (35) of Article 1bis.  
(1) Supervisory authorities shall not subject special purpose vehicles to a Solvency Capital Requirement, a Minimum Capital Requirement or other capital requirement.

Article 314 SPV6
(Article 211(2) (b) of Directive 2009/138/EC)
Application of the prudent person principle
Solvency requirements on investments 
Special purpose vehicles shall invest all their assets in accordance with the prudent person principle as follows:conditions specified in points (a) to (e): 
(a) with respect to the whole portfolio of assets, special purpose vehicles shall only invest in assets and instruments whose risk the special purpose vehicle can properly identify, measure, monitor, manage, control and report; 
(b) assets shall be invested in such a manner as to ensure the security, quality, liquidity and profitability of the portfolio as a whole. In addition the localisation of those assets shall be such as to ensure their availability; 
(c) all assets shall be invested in a manner appropriate to the nature and duration of the special purpose vehicle's liabilities. All assets shall be invested in the best interest of the insurance and reinsurance undertakings transferring risks to the special purpose vehicle; 
(d) the use of derivative instruments shall be possible insofar as they contribute to a reduction of risks or facilitate efficient portfolio management;
(e) investments and assets which are not admitted to trading on a regulated financial market shall be kept to prudent levels;
(f) assets shall be properly diversified in such a way as to avoid excessive reliance on any particular asset, issuer or group of undertakings, or geographical area and excessive accumulation of risk in the portfolio as a whole;
(g) investments in assets issued by the same issuer, or by issuers belonging to the same group, shall not expose the special purpose vehicle to excessive risk concentration. 



TITLE II
INSURANCE GROUPS
CHAPTER I 
DEFINITIONS
[moved to Title I, Chapter I]


CHAPTER II
SOLVENCY CALCULATION AT GROUP LEVEL
SECTION 1
GROUP SOLVENCY: CHOICE OF CALCULATION METHOD AND GENERAL PRINCIPLES
Article 321 SCG1
(Art. 220 (2) of Directive 2009/138/EC)
Choice of method: criteria
1.	In assessing, in accordance with Article 220(2) of Directive 2009/138/EC,  whether the calculation of the group solvency at the level of the group should be carried out in accordance with method 2 or a combination of methods 1 and 2 laid down in Articles 230 to 233 of that Directive 2009/138/EC, the group supervisor shall, in consultation with the other supervisory authorities concerned and the participating insurance or reinsurance undertaking or the insurance holding company or the mixed financial holding company, consider the following elements in deciding whether the exclusive application of method 1 is not appropriate:
(a)	whether the amount and quality of information available in relation to a related undertaking arewould not be  sufficient for it to be subject to method 1;
(b)	whether a related undertaking is not covered by a group internal model, in the cases where a group internal model as referred to, approved in accordance with Article 231 of Directive 2009/138/EC, is used for the calculation of the consolidated group Solvency Capital Requirement, a related undertaking is not covered by that group internal model;,; 
(c)	whether, for thisthe  purpose, the group supervisor shall consider whether the  of paragraph (b), the risks that are not captured in the group internal model are materialimmaterial in relation to the overall risk profile of the group; 
(d)	whether the use of method 1 in relation to a related undertaking would be overly burdensome  and the nature, scale and complexity of the risks of the group are such that the use of method 2 in relation to a related undertaking – or several related undertakings – does not materially affect the results of the group solvency calculation.;
A decision by the group supervisor that the calculation of the solvency at the level of the group should be carried out in accordance with method 2 or a combination of methods 1 and 2 shall state the reasons on which it is based.  The group supervisor shall provide the participating insurance or reinsurance undertaking or the insurance holding company and the other supervisory authorities concerned with the reasoned decision.
Notwithstanding paragraph 1, the group supervisor shall not allow the application of method 2 when there are significant (e)	whether intra-group transactions, are not significant both in terms of volume orand value of the transaction.
2.	The method, or combination of methods, chosen shall be applied in a consistent manner over time. The group supervisor shall require the participating insurance or reinsurance undertaking or the insurance holding company or the mixed financial holding company to revert to method 1 in relation to any related undertaking where the  the use of method 2 or a combination of methods 1 and 2 is no longer justified. considering the elements referred to in the paragraph 1.

Article 322 SCG2
(Art. 220 (2) of Directive 2009/138/EC)
Treatment of specific related undertakings
1.	Without prejudice to Article SCG1, the calculation of the solvency at the level of the group shall be made as follows, unless and unless the book value of the relevant related undertaking has been deducted from the own funds eligible for the group solvency by application of Article 229 of Directive 2009/138/EC:, the calculation of the group solvency shall include::
for the purpose of applying the provisions set out in the first paragraph of Article 228 of Directive 2009/138/EC to(a)	the capital requirements for related undertakings which are credit institutions, investment firms andor financial institutions, the solvency requirements of those undertakings  and the related own fund items shall be taken into account as of those undertakings calculated according to the relevant sectoral rules as referred to in Article 2(7) of Directive 2002/87/EC;
the provisions set out in  Article 228(1) of Directive 2009/138/EC and in point (a)  shall apply mutatis mutandis to(b)	the capital requirements for related undertakings which are  institutions for occupational retirement provision within the meaning of Directive 2003/41/EC; and the own funds items of those undertakings calculated according to Articles 17 to 17quater of Directive 2003/41/EC;
the provisions set out in Article 228(c)	the capital requirements for related undertakings which are asset management companies calculated in accordance with Article 7(1)(a) of Directive 2009/13865/EC and in point (a)  shall apply mutatis mutandis tothe own funds of those undertakings calculated in accordance with Article 2(1)(l) of that Directive;
(d)	the capital requirements for related undertakings which are alternative investment fund managers calculated in accordance with Article 9 of Directive 2011/61/EU and the own funds of those undertakings calculated in accordance with Article 4(1)(ad) of that Directive;
(e)	 the notional capital requirements and the own fund items of related undertakings which are non-regulated undertakings carrying out financial activities, in which case a notional solvency requirement shall be calculated for the related undertaking. For this purposewhere the notional solvencycapital requirement is the capital requirement with which the related undertaking would have to comply under the relevant sectoralsector rules if the undertaking were a regulated entity;.
for2.	For the purpose of applying the provisions set out in Article 235 of Directive 2009/138/EC, in case the parent insurance holding company or mixed financial holding company has issued subordinated debt or has other eligible own funds subject to limitationthe limits set out in accordance with Article 98 of that Directive 2009/138/EC, Article 226(2) of that Directive 2009/138/EC shall apply;
3.	Special purpose vehicles to which the participating undertaking or one of its subsidiaries has transferred risk, shall be excluded from the calculation of group solvency in either of the two following situations:
(a)	the special purpose vehicles,vehicle is as defined in Article 13(26) and which complycomplies with the requirements set out in Article 211 of Directive 2009/138/EC, or where applicable with the Member State law in accordance with Article 211(3) of Directive 2009/138/EC, and;
(b)	the special purpose vehicles that arevehicle is regulated by a third country supervisory authority, which complyand complies with requirements equivalent to those set out in Article 211(2) of Directive 2009/138/EC, to which the participating undertaking or one of its subsidiaries has transferred risk shall be excluded from the calculation of the group solvency . 
In the situations referred to in this paragraph, Article 186 SCRRM3 shall apply at the level of the group. Article 186SCRRM3 shall apply at the level of the group. 
 
Article 323  SCG3
(Art. 222 (2) to (5) of Directive 2009/138/EC)
Availability at group level of the eligible own funds of related undertakings
1.	In assessing, in accordance with Article 222(3) of Directive 2009/138/EC,  whether certain own funds eligible forto cover the Solvency Capital Requirement of a related insurance or reinsurance undertaking are unable to effectively be made available to cover the Solvency Capital Requirement of the participating insurance or reinsurance undertaking or insurance holding company for which the or mixed financial holding company cannot effectively be made available to cover the group solvency is calculatedSolvency Capital Requirement, the supervisory authorities shall consider whether those own funds cannot effectively be made available on the basis of the following criteriaelements:
(a)	whether the own-fund item is subject to legal or regulatory requirements that restrict the ability of that item to absorb all types of losses wherever they arise in the group;
(b)	whether there are legal or regulatory requirements that restrict the transferability of assets to another insurance or reinsurance undertaking;
(c)	whether making those own funds available for covering the group Solvency Capital Requirement of the participating insurance or reinsurance undertaking would not be possible within a maximum of 9 months;
(a) (d)	whether, where method 2 is used, the own-fund item does not satisfysatisfies the requirements set out in Article 323a(1)(a).
In considering the amount of eligible own funds which cannot effectively be made availableArticles 59(COF2), 61(COF4) and 65(COF8); for coveringthis purpose, the term "Solvency Capital Requirement of" in those Articles shall include both the Solvency Capital Requirement of the related undertaking that has issued the participating insurance or reinsurance undertaking,own fund item and the group Solvency Capital Requirement. 
2.	In the assessment referred to in paragraph 1,  the supervisory authorities shall assessconsider the restrictions that would exist on a going-concern basis.  
The supervisory authorities shall also take into account any material costs to the participating insurance or reinsurance undertaking or insurance holding company or mixed financial holding company, or to any related undertaking, that making such own funds available for the group is likely to entail.	Comment by Ecofin: This seems to be a negative change and worsen our concern.
3.	When considering whether certain eligible own funds cannot effectively be made available forto cover the group Solvency Capital Requirement, the following items shall be assumed not to be available for the group:
(a)	ancillary own funds;
(b)	preference shares, subordinated mutual members account and subordinated liabilities;
(c)	an amount equal to the value of  net deferred tax assets. For; for this purpose, the amount of deferred tax asset may be reduced by the amount of the associated deferred tax liability provided that those deferred tax assets and associated deferred tax liabilities both arise from the tax law of one Member State or third country and the taxation authority of that Member State or third country permits thissuch offsetting.
Where the insurance or reinsuranceparticipating undertaking can demonstrate to the satisfaction of the supervisory authority that the assumption stated in this paragraph referred to in the first subparagraph for one of the items is inappropriate in the specific circumstances of the undertakinggroup, the insurance or reinsuranceparticipating undertaking may include that item in the own funds available forto cover the group Solvency Capital Requirement.
4.	The following items shall not be considered as effectively available for coveringto cover the group Solvency Capital Requirement of the participating insurance or reinsurance undertaking:
0. any minority interests in the eligible own funds exceeding the contribution of the subsidiary undertaking to the group Solvency Capital Requirement;, where the subsidiary is an insurance or reinsurance undertaking, an insurance holding company or a mixed financial holding company; 
(a) any minority interest in a subsidiary which is an ancillary services undertaking or insurance holding company;; 
(b) any restricted own funds item in ring-fenced funds as referred to in point (b) orof Article 99 of Directive 2009/138/EC and in Article RFFOF1 [of IM7 and/or IM33]..
5.	Where an own-fund item of a related third-country insurance or reinsurance undertaking cannot effectively be made available to cover the group Solvency Capital Requirement of the participating insurance or reinsurance undertaking, the participating insurance or reinsurance undertaking shall only include the, this own-fund item at group levelmay only be included in the calculation of group solvency up to the contribution of the related third-country insurance or reinsurance undertaking's to the group Solvency Capital Requirement. 
6.	 Where the group supervisor decides, in accordance with Article 222(3) of Directive 2009/138/EC, that certain own funds eligible for the Solvency Capital Requirement of a related insurance or reinsurance undertaking , third-country insurance or reinsurance undertaking, insurance holding company cannot effectively be made available for the group, or mixed financial holding company is and where method 1 is used in relation to that related undertaking, these own funds may beis included in the calculation only in so farconsolidated data pursuant to points (a) or (c) of Article 323bis, its contribution to the consolidated group Solvency Capital Requirement shall reflect diversification benefits and be calculated as they are eligible for covering the followingfollows:
0. where the consolidated group Solvency Capital Requirement is calculated, in relation to that related undertaking, on the basis of the standard formula, the proportional share of the Solvency Capital Requirement of that related undertakingsubsidiary multiplied by a percentage corresponding to the proportion that the diversified component of the consolidated group Solvency Capital Requirement, as laid down in Article 323ter SCG3(1)(a), bears to the sum of the Solvency Capital Requirements of each of the insurance and reinsurance undertakings or insurance holding companies included in the consolidated calculation based on the standard formulaof that diversified component of the consolidated group Solvency Capital Requirement;
(d) where the consolidated group Solvency Capital Requirement is calculated, in relation to that relatedsubsidiary undertaking, on the basis of an internal model, the Solvency Capital Requirement of that relatedsubsidiary undertaking multiplied by a percentage corresponding to the proportion of the diversification effects at group level that are attributed to that related undertaking, determined by that internal model, provided that the sum of such percentages for all the related insurance and reinsurance undertakings, insurance holding companies or mixed financial holding companies included in the consolidated calculation based on the internal model equals 100%.
Points (a) and (b) shall apply in particular to any minority interests in the eligible own funds covering the Solvency Capital Requirement of a related insurance or reinsurance undertaking.

SECTION 2
GROUP SOLVENCY: CALCULATION METHODS

Article 323a SCG3a
(Art. 230 (1) of Directive 2009/138/EC)
Classification of own-fund items of related insurance and reinsurance undertakings at group level 
1.	Where an own-fund item has been classified into one of the three tiers based on the criteria set out in Title I, Chapter [IV],, Section [I]2 by ana related insurance or reinsurance undertaking that is a related undertaking that is included in the calculation of the group solvency at, the level of the group, the same own-fund item shall be classified in the same tier at group level provided that the following additional requirements are met: 
(a)	undertakings shall comply with the requirements set out in Articles 59 (COF2), 61 (COF4) and 65 (COF8) where ); 
	(b)	the own-fund item is free from encumbrances and is not connected with any other transaction, which when considered with the own-fund item, could result in that own-fund item not satisfying the requirements set out in Article 94 of Directive 2009/138/EC at group level.
2.	For the purpose of point (a) of paragraph 1:
(a)	the term "Solvency Capital Requirement shall " in Articles 59 (COF2), 61 (COF4) and 65 (COF8) shall mean both the Solvency Capital Requirement of the related undertaking, which that has issued the own-fund item and the group Solvency Capital Requirement; 
(b)	undertakings shall comply with the requirements set out in Articles 59 (COF2), 61 (COF4) and 65 (COF8) where (b)	the term "Minimum Capital Requirement" in Articles 59 (COF2), 61 (COF4) and 65 (COF8) shall  mean both the Minimum Capital Requirement of the undertaking whichthat has issued the own-fund item and eitherone of the following minimums:
(i)	where method 1 is used, the minimum sum offor the group Solvency Capital Requirement as calculated in accordance with the second, third and fourth subparagraphs subparagraph of Article 230(2) of Directive 2009/138/EC,
(ii)	where a combination of methods 1 and 2 is used is used, the minimum determined in accordance with Article 325;. 
	(c)	the own-fund item is free from encumbrances and is not connected with any other transaction, which when considered with the own-fund item, could result in that own-fund item not satisfying the requirements set out in Article 94 of Directive 2009/138/EC at group level. 
23.	For the purpose of the classification of own-fund items at group level, references to purpose of this article, the term "insurance or reinsurance undertaking" in Articles 58 to 74 shall be understood to refer to mean both the participating insurance or reinsurance undertaking and the insurance or reinsurance undertaking belonging to the group, which that has issued the own-fund item. 
3
4.	Notwithstanding paragraph 1, where an insurance or reinsurance undertaking has included in a certain tier an own-fund item which qualifies for inclusion in a higher tier of own-funds in a lower tier of own-funds in accordance with Article 68 COF11, that classification shall not prohibit the classification of the same own-fund item in a higher tier at group level, provided that the limits set out in Article EOF1 are complied with at group level.  

Article 324a SCG4a
(Art. 230 (1) of Directive 2009/138/EC)
Classification of own-fund items of related third-country insurance or reinsurance undertakings at group level
1.	Where an own-fund item has been issued by a related third-country insurance or reinsurance undertaking, the participating insurance or reinsurance undertaking shall classify the own-fund item using the criteria for classification set out in Title I, Chapter [IV], Section [2] Subsection 2II]. provided that the following additional requirements are met:
(a)	undertakings comply with the requirements set out in Articles 59 (COF2), 61 (COF4) and Article 323a SCG3a where:65 (COF8);
	(b)	the own-fund item is free from encumbrances and is not connected with any other transaction, which when considered with the own-fund item, could result in that own-fund item not satisfying the requirements set out in Article 94 of Directive 2009/138/EC at group level.
2.	For the purpose of point (a) of paragraph 1:
(a)	the term "Solvency Capital Requirement" in Articles 59 (COF2), 61 (COF4) and 65 (COF8) shall mean the group Solvency Capital Requirement;
(b)	the term "Minimum Capital Requirement shall" in Articles 59 (COF2), 61 (COF4) and 65 (COF8) shall  mean both the capital requirement, as laid down by the third country supervisory authority concerned, of the undertaking which has issued the own-fund item and one of the following minimums:
(i)	where method 1 is used, the minimum sum offor the group Solvency Capital Requirement as calculated in accordance with the second, third and fourth subparagraphs subparagraph of Article 230(2) of Directive 2009/138/EC,
(ii)	where a combination of methods 1 and 2 is used is used, the minimum determined in accordance with Article 325.  
(a) the own-fund item is free from encumbrances and is not connected with any other transaction, which when considered with the basic own-fund item, could result in that basic own-fund item not satisfying the requirements set out in Article 94(1) of Directive 2009/138/EC at group level.
 
Article 324b SCGb
(Art. 230 (1) and 233 (1) of Directive 2009/138/EC)
Classification of own-fund items of insurance holding companies, intermediatemixed financial holding companies at group level , and a subsidiary ancillary services undertakingundertakings at group level 
1. 1.	Where an own-fund item has been issued by an insurance holding company, an intermediate insurance holding company, a mixed financial holding company, an intermediate mixed financial holding company or a subsidiary ancillary services undertaking, the participating undertaking shall classify the own-fund item using the criteria for classification set out in paragraph 2.
The own-fund items shall be classified in accordance withTitle I, Chapter [IV], Section 1, Subsection 2,[2] provided that the following requirements are met:
(a)	undertakings shall comply with the requirements set out in Articles 59 (COF2), 61 (COF4) and 65 (COF8) where 
(b)	the own-fund item is free from encumbrances and is not connected with any other transaction, which when considered with the basic own-fund item, could result in that basic own-fund item not satisfying the requirements set out in Article 94 of Directive 2009/138/EC at group level. 
2.	For the purpose of point (a) of paragraph 1:
(a)	the term "Solvency Capital Requirement " in Articles 59 (COF2), 61 (COF4) and 65 (COF8) shall mean the group Solvency Capital Requirement;
where applicable, undertakings shall comply with the requirements set out in Articles 59 (COF2), 61 (COF4) and 65 (COF8) where (b)	the term "Minimum Capital Requirement shall mean" in Articles 59 (COF2), 61 (COF4) and 65 (COF8) includes both non-compliance with the relevant minimum referred to in Article 323a SCG3a (12)(b) and the insolvency of the insurance holding company, the insurance intermediate insurance holding company, mixed financial holding company, intermediate mixed financial holding company or the subsidiary ancillary services undertaking;.
(a) the own-fund item is free from encumbrances and is not connected with any other transaction, which when considered with the basic own-fund item, could result in that basic own-fund item not satisfying the requirements set out in Article 94(1) of Directive 2009/138/EC at group level. 
3.	For the purposes of paragraph 2, references to this article, the term "insurance or reinsurance undertakings" in Articles 58 to 74 shall be understood as referring tomean the insurance holding company, the intermediate holding company, the mixed financial holding company, the intermediate mixed financial holding company or the subsidiary ancillary services undertaking which has issued the own-fund item.
Article 324c SCGc
(Art. 230 (1) Directive 2009/138/EC)
Classification of own-fund items of non-regulated financial undertakings and other residual related undertakings 
1.	The own-fund items of non-regulated undertakings carrying out financial activities and of related undertakings referred to in Article 323bis SCG3(1)(f) shall be considered as part of the reconciliation reserve at the group level. 
2.	Notwithstanding paragraph 1, when practicable and when the own-fund items referred to in paragraph 1 materially affect the amount of group own funds or the group solvency, the participating insurance or reinsurance undertaking or, the insurance holding company or the mixed financial holding company shall classify these own-fund items into one of the three tiers based on the criteria set out in Title I, Chapter [x],IV, Section [x].2. 
Article 323 bis SCG3 
(Art. 230 (1) of Directive 2009/138/EC)
Method 1: determination of consolidated data

Without prejudice to Article 221(2) of Directive 2009/138/EC, consolidated1.	Consolidated data for the calculation of group solvency according to method 1 shall include:
(a)	full consolidation of data of all the insurance or reinsurance undertakings, third-country insurance or reinsurance undertakings, insurance holding companies mixed financial holding companies and ancillary services undertakings which are subsidiaries of the parent undertaking; 
(b)	full consolidation of data of special purpose vehicles, other than special purpose vehicles defined in Article 13(26) of Directive 2009/138/EC to which the participating undertaking or one of its subsidiaries has transferred risk and which either comply with the requirements set out in Article 211 of that Directive or are regulated by a third country supervisory authority and  comply with requirements equivalent to those set out in Article 211(2) of Directive 2009/138/EC;are not excluded from the scope of the group solvency calculation pursuant to Article 322 SCG2 (3); 
 [(c)	proportional consolidation] of data of the insurance or reinsurance undertakings, third-country insurance or reinsurance undertakings, insurance holding companies, mixed financial holding companies and ancillary services undertakings managed by an undertaking includedreferred to in point (a) above together with one or more undertakings not included in point (a) above,), where those undertakings' responsibility is limited to the share of the capital they hold;
(d)	on the basis of the adjusted equity method in accordance with Article 9 V5,V5bis(3), data of all holdings in related insurance or reinsurance undertakings, third-country insurance or reinsurance undertakings, insurance holding companies, mixed financial holding companies which are not subsidiaries of the parent undertaking and which are not considered under covered by points (a) and (c) above;); 
(e)	the proportional share of the undertakings’ own funds calculated according to the relevant sectoral rules, as set outreferred to in Annex I toArticle 2(7) of Directive 2002/87/EC, in relation to holdings in related undertakings which are credit institutions, investment firms and financial institutions, alternative investment fund managers, asset management companies, institutions for occupational retirement provision within the meaning of Directive 2003/41/EC, non-regulated undertakings carrying out financial activities;
(f)	on the basis of the adjusted equity method in accordance with Article 9 V5,V5bis(3), data of all related undertakings, including ancillary service undertakings, other than those referred to in points (a), to (e) above.). 

2.	Data of related undertakingundertakings linked to each other by a relationship as set outreferred to in Article 12(1) of Directive 83/549349/EEC and undertakings which are part of a group as defined in Article 212(1)(c)(ii) of Directive 2009/138/EC should be included according to the in accordance with points 1(a), 1(c), 1(d) or 1and (e) above in accordance with the decision of the first paragraph  on the basis of the determination of the proportional share by the group supervisor as referred to in Article 221(2)(a) of Directive 2009/138/EC.
3.	For the purpose of the calculation of the consolidated group own funds, the data referred to in paragraphparagraphs 1 and 2 should be net of any intra-group transaction.

Article 323 ter SCG3 
(Art. 230 (2) of Directive 2009/138/EC)
Method 1: Calculation of the consolidated group Solvency Capital Requirement

1. The consolidated group Solvency Capital Requirement shall be calculated as the sum of:

(a)	a Solvency Capital Requirement calculated on the basis of consolidated data definedreferred to in Article 323bis SCG3 (1)(a), 1(b) and (1)(c) following the rules laid down in Title I, Chapter VI, Section 4, Subsections 1, 2 and 3 of the Directive 2009/138/EC;

(b)	the proportional share of the Solvency Capital Requirement of each undertaking referred to in Article 323bis SCG3 (1)(d); for a related third-country insurance or reinsurance undertaking which is not a subsidiary the Solvency Capital Requirement shall be calculated as if that undertakings had its head office in the Community;  	Comment by Ecofin: This seems to be a negative change but is in fact coming from the Directive, Article 227

(c)	for undertakings referred to in Article 323bis SCG3 (1)(e), the proportional share of the capital requirements for credit institutions, investment firms, financial institutions, alternative investment fund managers, asset management companies, and institutions for occupational retirement provision within the meaning of Directive 2003/41/EC, calculated according to the relevant sectoral rules and the proportional share of the notional capital requirements of non-regulated undertakings carrying out financial activities. For these entities , the provisions set out in Article V5 [of IM3], articles MR3, [Articles ER1 to ER4],  Articles CO1 to CO6 and Article CR1 [of IM27] shall not apply;
the proportional share of the Solvency Capital Requirements of the related insurance and reinsurance 
  
0. (d)	for undertakings and insurance holding companies which are not subsidiary undertakings;
for entities listed referred to in Article 323bis SCG3 (1)(f), the provisions set outamount determined in accordance with Article V5 [of IM3], , Articles ER1 to ER4,  Articles CO1 to CO6 and Article CR1 [of IM27] shall apply.

Article 324 SCG4
(Art. 230 (2) of Directive 2009/138/EC)
Method 1: determination of the local currency for the purpose of the currency risk calculation
Where the consolidated group Solvency Capital Requirement is calculated, wholly or in part, on the basis of the standard formula, the local currency referred to in the currency risk calculation under the standard formulafirst paragraph of Article CR1 shall be understood to be the currency used for the preparation of the consolidated accounts.

Article 326 200bis USP5bis
(Art. 230 of Directive 2009/138/EC)
Method 1: Groupgroup-specific parameters
1.	Subject to approval by the group supervisor, the consolidated group Solvency Capital Requirement at group level may, within the designframework of the standard formula, be calculated by replacing a subset of the standard parameters laid down in Article 196 USP1 by parameters specific to the group concerned ((hereinafter referred to as “group-specific parameters).”). 
2.	Data used to calculate group-specific parameters shall satisfy the criteria set out in Article 104(7) of Directive 2009/138/EC where for this purpose any reference to undertaking-specific parameters shall be understood as a reference to group-specific parameterand Article 197 USP2. 
3.	The standardised methods used to calculate the group-specific parameters shall fulfilare the requirementsmethods set out in Article 198 USP3.
1. 4.	For the purposes of this article, any reference in Articles 196 USP1, 197 USP2 and 198 USP3 where for this purpose any reference to undertaking'undertaking-specific parametersparameters' shall be understood as a reference to group'group-specific parameters.
Article 326a 
(Art. 230parameters' and 248(2) of Directive 2009/138/EC)
Method 1: Supervisory approval of group-specific parameters

1. The supervisory approval of the use of group-specific parameters shall follow the procedure laid down in Article USP5 where for this purpose:
(a) any reference to undertaking-specific parameters'insurance and reinsurance undertakings' shall be understood as a reference to group-specific parameters;
any reference to insurance or reinsurance undertakings shall be understood as a reference to the 'the participating insurance or reinsurance undertaking or company, the insurance holding companies;company or the mixed financial holding company' applying for the use of group-specific parameters.
(b) any reference to supervisory authorities shall be understood as a reference to the group supervisor. 
2. The group supervisor shall inform the other supervisory authorities within the college of supervisors without delay of the receipt of the application and of the decision on the application, the standard methods used and any other relevant information in relation to the use of those group-specific parameters. 

3. Prior to making its final decision, the group supervisor shall consult the other supervisory authorities within the college of supervisors. After this consultation, the group supervisor shall make its own decision on the application. The group supervisor shall provide its decision to the participating insurance or reinsurance undertaking and the other supervisory authorities concerned within the college of supervisors. The decision shall be written in an official language of the Member State of the group supervisor.
Article 326ter
(Art. 224 of Directive 2009/138/EC)
Method 1: best estimate
1.	The consolidated best estimate of technical provisions on the basis of the consolidated data referred to in Article 230(1)(a) of Directive 2009/138/EC shall be equal to the sum of the following:
(a)	the best estimate of the participating insurance or reinsurance undertaking calculated in accordance with Articles 75 to 86 of Directive 2009/138/EC; 
for each related insurance and reinsurance undertaking and related third-country insurance and reinsurance undertaking (b)	the proportional share as referred to in Article 221(1)(a) of Directive 2009/138/EC of the best estimate of that undertaking, calculated in accordance with Articles 75 to 86 of Directive 2009/138/EC., of related insurance or reinsurance undertakings and third-country insurance or reinsurance undertakings referred to in Article 323bis (1)(a) and (1)(c);
2.	For the purposes of paragraph 1 the best estimates of the participating insurance and reinsurance undertaking and of each related insurance and reinsurance undertaking and third-country insurance and reinsurance undertakings shall be adjustednet of any for intra-group transactions. In relation to intra-group reinsurance contracts, the following adjustments shall be made:
(a)	the best estimate of the undertaking that accepts risks shall not include the cash-flows arising from the obligations of the intra-group reinsurance contracts;
(b)	the undertaking that cedes the risk shall not recognise the amounts recoverable from the intra-group reinsurance contracts.  
3.	For the purposepurposes of the calculation of the best estimate of technical provisions on the basis of consolidated data at the level of the groupparagraph 1, the participating insurance and reinsurance undertaking may restrict the documentation and the directory of data and the data policy referred to in Article TP3TP25 to the data used in the calculation of the adjustments of the best estimate referred to in paragraph 32.
Article 326bis GTP
(Art. 224 of Directive 2009/138/EC)
Method 1: Risk margin
The consolidated risk margin of technical provisions aton the levelbasis of the groupconsolidated data shall be equal to the sum of the following:
(a)	the risk margin of the participating insurance or reinsurance undertaking; 
(b)	the proportional share, as referred to in article 221(1)(a) of Directive 2009/138/EC, of the participating insurance or reinsurance undertaking in the risk margin of the related insurance or reinsurance undertakings. and third-country insurance or reinsurance undertakings referred to in Article 323bis (1)(a) and (1)(c).

Article 325 SCG5
(Art. 230 (2) of Directive 2009/138/EC)
Combination of methods 1 and 2: minimum consolidated group Solvency Capital Requirement
Where the group supervisor decides, in accordance with Article 220(2) of Directive 2009/138/EC, to apply to the group a combination of methods 1 and 2, the consolidated group Solvency Capital Requirement calculated for the part of the group which is covered by method 1 shall have a minimum determined in accordance with the requirements set out in the second, third and fourth subparagraphs of Article 230(2) of Directive 2009/138/EC.

Article 325bis
(Art. 223(3) of Directive 2009/138/EC)
Method 2: Elimination of intra-group creation of capital in relation to the best estimate

Where the impact of an1.	The aggregated group eligible own funds shall be adjusted to eliminate the impact of an intra-group transaction where the impact of the intra-group transaction affects the best estimates of the insurance and reinsurance undertakings in such way that the sum of:amount set out in paragraph 2 is different depending on whether the intra-group transaction is eliminated in the calculation of that amount or not.
2.	The amount referred to in paragraph 1 shall be the sum of the following:
0. the best estimate of the participating insurance or reinsurance undertaking calculated in accordance with Articles 75 to 86 of Directive 2009/138/EC; 
(a) for each related insurance and reinsurance undertaking and related third-country insurance and reinsurance undertaking the proportional share as referred to in Article 221(1)(b) of Directive 2009/138/EC of the best estimate, calculated in accordance with Articles 75 to 86 of Directive 2009/138/EC;
(f) is different with and without the intra-group transaction, the aggregated group eligible own funds shall be adjusted to eliminate the impact of the intra-group transaction for each related insurance and reinsurance undertaking and related third-country insurance and reinsurance undertaking.

CHAPTER III
INTERNAL MODELMODELS FOR THE CALCULATION 
OF GROUP SOLVENCY 
SECTION 1
GROUP SOLVENCY CAPITAL REQUIREMENT – FULL AND PARTIAL INTERNAL MODEL CALCULATING ONLYUSED TO CALCULATE THE GROUP SOLVENCY CAPITAL REQUIREMENT ONLY
Article 327 IMG1
(Article 230 of the Directive 2009/138/EC)
Application Applicationto calculate the consolidated group Solvency Capital Requirement using an internal model
1.	The application to calculate the consolidated group Solvency Capital Requirement using an internal model and right to withdraw the application
(1)	Subject to paragraph , in accordance with Article 230(2, Articles 203 IM1 and 207 IM5 shall apply to the application to calculate the consolidated group Solvency Capital Requirement using an internal model ) of Directive 2009/138/EC, shall be submitted by a participating insurance or reinsurance undertaking. 
(2)	The application shall be provided to the group supervisor in writing in one of the official languages of the group supervisor's Member State, or in a language for which the group supervisor has given prior approval. 
(2.	For the purpose of this Chapter, the supervisory authorities of all the Member States in which the head offices of related undertakings included in the scope of the internal model are situated are referred to as “the supervisory authorities involved in the assessment of the application”. 
3).	The group supervisor shall inform the college of supervisors of the receipt of the application without delay and shall also forward the application to the other supervisory authorities involved in the assessment of the application.
(4)	For the purpose of this Section and of Section 2 of this Chapter, the supervisory authorities involved shall be understood as the supervisory authorities of all the Member States in which the head offices of related undertakings included in the scope of the internal model are situated. 
(5)4.	A request by one of the supervisory authorities involved to provide all or part of the application in a language different from the language in which the application is provided to the group supervisor, shall first be made to the group supervisor. The group supervisor shall, after consultation with the other supervisory authorities involved in the assessment of the application, require that the application, or the relevant part of it, be provided in a language most commonly understood by the supervisory authorities involved. 
(6)5.	In addition to the documents and information required in accordance with Article 203 IM1 (2),pursuant to Articles 112 and 113 of Directive 2009/138/EC, an application to use an internal model to calculate the consolidated group Solvency Capital Requirement shall include the following documents and information:
(a)	regarding the scope of the model: 
(i)	a list of the related undertakings that are included in the scope of the internal model for the calculation of the consolidated group Solvency Capital Requirement. For; for each undertaking, the list shall include a reference to the relevant supervisory authority, the material lines of business written by the related insurance and reinsurance undertaking, the method used for the purpose of the determining  the consolidated data in accordance with Article 323 bis323bis and the proportional share applied in accordance with Article 221 of that Directive 2009/138/EC;
(ii)	the legal and organisational structure of the group, with a description of all subsidiaries and material participations and information on relevant operations and transactions within the group, unless this information has not changed since the last reported group regular supervisory reporting; 
(iii)	where applicable, a list of the related undertakings excluded from the scope of the partial internal model for the calculation of the consolidated group Solvency Capital Requirement, together with an explanation of the reasons for their exclusion. A; a description shall also be provided of the methods used to assess the risks in these excluded related undertakings in order to demonstrate that the exclusion does not lead to an underestimation of the overall risks to which the group is exposed. The; the application shall demonstrate that the consolidated group Solvency Capital Requirement calculated using a combination of the internal model and the standard formula will adequately reflect the overall risk profile of the group; 
(iv)	for each related undertaking included in the scope of the internal model for the calculation of the group Solvency Capital Requirement, a justification of the reasons why the internal model covers a related undertaking for the calculation of the consolidated group Solvency Capital Requirement but it is not used to calculate the Solvency Capital Requirement of that related undertaking. For; for this purpose and in order to justify that an application is not submitted in accordance with the procedure laid down in Article 231 of Directive 2009/138/EC, the application shall also include an explanation of how the internal model used to calculate the consolidated group Solvency Capital Requirement differs from and interacts with an internal model used for the calculation of the individual Solvency Capital Requirement of any of the related undertaking, previously approved by the relevant supervisory authority. The; the participating undertaking shall also provide information on any future plans to extend the use of the internal model to calculate the Solvency Capital Requirement of any related insurance or reinsurance undertaking.;
(b)	regarding the group's capital requirements: 
(i)	an estimation of the consolidated group Solvency Capital Requirement calculated with the internal model and with the standard formula for the last point in time prior to the application wherein which  the consolidated group Solvency Capital Requirement was calculated with the standard formula;
(ii)	for each related undertaking, the Solvency Capital Requirement calculated with the standard formula for the last point in time prior to the application;
(iii)	where applicable, the regulatory capital requirement for regulated related undertakings, other than insurance and reinsurance undertakings, included in the scope of the internal model for the last pointtime prior to the application in time prior to the application wherewhich the consolidated group Solvency Capital Requirement was calculated with the standard formula;
(iv)	an explanation of the difference between the sum of the Solvency Capital Requirements of all the related insurance and reinsurance undertakings of the group and the consolidated group Solvency Capital Requirement calculated with the internal model.
In relation to points (i), (ii) and (iii) above, in case of an application is submitted before any Solvency Capital Requirement is calculated, the estimation shall be referred to the Solvency Capital Requirement calculated for a point in time no longer than 6 months before the date of the submission of the application.
(7)	When an application is withdrawn, notification of withdrawal shall be provided to the group supervisor by the participating undertaking immediately after its approval by the administrative, management or supervisory body. The group supervisor shall inform the other supervisory authorities within the college of the withdrawal of the application without delay.

Article 328 IMG2329 IMG3
(Article 230 Directive 2009/138/EC)
Policy for changing the internal model for the group calculation and changes to the internal model
(1)	Articles 204 IM2 and 205 IM3 shall apply to the policy for changing an internal model usedAssessment of the application to calculate the consolidated group Solvency Capital Requirement and to applications for approval of major changes tousing an internal model.
(2)	The policy for changing the internal model shall not cover the inclusion of new elements within the scope of the internal model, such as the inclusion of additional type of risks or additional business units or related undertakings which are not already covered by the internal model. Subject to Articles 327 IMG1, Article 329 IMG3 and Article 330 IMG4, the inclusions of new elements in or the exclusion of certain elements from the internal model shall follow the approval procedure laid down in Article 205 IM3.
(3) 	Notwithstanding paragraph 2, when an internal model has been approved under Article 230 of Directive 2009/2138/EC for the purpose of the calculation of the consolidated group Solvency Capital Requirement, any subsequent application for permission to use the same internal model for calculating the Solvency Capital Requirement of insurance and reinsurance undertakings in the group shall follow the procedure laid down in Article 231 of Directive 2009/2138/EC. 
Article 329 IMG3
(Article 230 Directive 2009/138/EC)
Assessment of the application
(1)	Article 206 IM4 shall apply to the assessment of an application to use an internal model to calculate the consolidated group Solvency Capital Requirement.
(2)1.	Prior to making its final decision, in order to allow a proper assessment of the application and where relevant, to require the applicant to submit an application under Article 231 of Directive 2009/138/EC, the group supervisor shall consult and involve in the assessment of the application the supervisory authorities referred to in Article IMG1(42). 
(3)	Without prejudice to paragraph 2, during.	During the assessment of the application of the internal modelel, the supervisory authorities within the college of supervisors, that are not one of the supervisory authorities referred to in paragraph Article IMG1(2,), shall also be allowed to participate in the assessment of the application. However, theirTheir participation shall be limited to identifying and preventing circumstances where the exclusion of parts of the business from the scope of the internal model leads to a material underestimation of the risks of the group, or where the internal model conflicts with an internal model previously approved or in the process of approval by the relevant supervisory authority used for the calculation of the Solvency Capital Requirement of any of the insurance or reinsurance undertakings in the group.: 
(4)(a)	the exclusion of parts of the business from the scope of the internal model leads to a material underestimation of the risks of the group; 
(b)	where the internal model conflicts with an internal model previously approved or in the process of approval by the relevant supervisory authority used for the calculation of the Solvency Capital Requirement of any of the insurance or reinsurance undertakings in the group. 
3.	Where applicable, the assessment of the application shall include an evaluation of whether the explanation provided by the participating undertaking in accordance with Article 327 IMG1 (65)(a)(iii) of the reasons for the exclusion of undertakings from the internal model for the calculation of the group solvency is appropriate in order to demonstrate that the overall risks to which the group is exposed isare not underestimated by using a partial internal model.
(5)4.	The assessment of the application shall include an evaluation of whether the justification provided by the participating undertaking in accordance with Article 327 IMG1 (65)(a)(iv) of the reasons why the internal model covers a related undertaking for the calculation of the consolidated group Solvency Capital Requirement but it is not used to calculate the Solvency Capital Requirement of that related undertaking, is appropriate in order to justify that an application is not submitted in accordance with the procedure laid down in Article 231 of Directive 2009/138/EC.  
 
Article 330 IMG4
(Article 230 of the Directive 2009/138/EC)
Decision on the application and transitional plan to extend the scope of a partial internal model
(1)	Articles 208 IM6 to 210 IM8 shall apply to the decision on an application to use an internal model to calculate the  used for the calculation of the consolidated group Solvency Capital Requirement.
(2)1.	After due consultation withconsulting the other supervisory authorities as set out in Article 329 IMG3 (1) and (2) to (5), the group supervisor shall make its own decision on the application. The group supervisor shall provide its decision to the participating insurance or reinsurance undertaking and the other supervisory authorities involved in the assessment of the application. The decision shall be written in an official language of the Member State of the group supervisor. 
(3).	Where the supervisory authorities involved in the assessment of the application comprise supervisory authorities from more than one Member State, the group supervisor shall, after consultation with the other supervisory authorities and with the group itself, provide the decision referred to in paragraph 12 in another language most commonly understood by the other supervisory authorities involved.
(4).	After due consultation withconsulting the other supervisory authorities within the college of supervisors,as set out in Article 329 IMG3 (1) and (2), the group supervisor may require the participating insurance or reinsurance undertaking applying for the approval of the internal modelapplicant to submit a realistic transitional plan to extend the scope of the internal model at.
5.	When an internal model has been approved under Article 230 of Directive 2009/138/EC for the purpose of the calculation of the consolidated group level, in which case Article 210 IM8 shall applySolvency Capital Requirement, any subsequent application for permission to use the same internal model for calculating the Solvency Capital Requirement of insurance and reinsurance undertakings in relation to that transitional planthe group shall follow the procedure laid down in Article 231 of Directive 2009/138/EC.

Article 330bis
(Art. 230(2) of Directive 2009/138/EC)
Use test for internal models calculating onlyused for the calculation of the consolidated group Solvency Capital Requirement 
1.	Where an internal model is used to calculate the consolidated group Solvency Capital Requirement in accordance with Article 230(2) of Directive 2009/138/EC, the requirements set out in Articles TSIM1 to TSIM6 shall be complied with by the following undertakings or companies:
(a)	the participating insurance or reinsurance undertaking whose consolidated group Solvency Capital Requirement is calculated on the basis of the internal model;
(b)	each other insurance and reinsurance undertaking whose business is fully or partly in the scope of the internal model, only in relation to the output of the internal model at group level;
(c)	each intermediate insurance holding company or mixed financial holding company whose business is fully or partly in the scope of the internal model, only in relation to the output of the internal model at group level.
2.	For the purposes of paragraph 1, an insurance or reinsurance undertaking or insurance intermediateholding company or mixed financial holding company shall only comply with the requirements set out in Article TSIM3 in relation to the parts of the internal model which cover the risks of that undertaking and the risks of its related undertakings.

SECTION 2
GROUP SOLVENCY CAPITAL REQUIREMENT – USE OF A GROUP INTERNAL MODEL
Article 331 IGM1
(Article 231(1) of Directive 2009/138/EC)
Application to calculate the consolidated use a group Solvency Capital Requirement as well as the Solvency Capital Requirement of a related undertaking usinginternal model
1.	An application to use an internal model (group internal model) and right to withdraw the application
(1)	Subject to paragraphs 2 and 3, Articles 327 IMG1 shall apply to the application to use an internal model (group internal model) to calculate the consolidated group Solvency Capital Requirement, as well as the Solvency Capital Requirement of insurance and reinsurance undertakings which are part of the group, on the basis (for the purposes of this Section, referred to as “group internal model”) shall be provided in writing in one of the official languages of the group supervisor's Member State, or in a language for which the group internal model. supervisor has given prior approval..
(2)2.	For the purpose of this Section, the supervisory authorities of all the Member States in which the head offices of each related insurance and reinsurance undertakings applying for the use of the group internal model to calculate their Solvency Capital Requirement are situated are referred to as “the supervisory authorities concerned”.
3.	The group supervisor shall inform the college of supervisors of the receipt of the application without delay and shall also forward the application to the other supervisory authorities concerned and other supervisory authorities involved in the application.
4.	Any request by one of the supervisory authorities concerned to provide all or part of the application in a language different from the language in which the application is provided to the group supervisor, shall first be made to the group supervisor. The group supervisor shall, after consultation with the other supervisory authorities concerned, require that the application, or the relevant part of it, be provided in that different language or in a language most commonly understood by the other supervisory authorities concerned. 
(3)	Insurance and reinsurance undertakings applying for the 5.	An application to use of ana group internal model in accordance with paragraph 1 shall include the following documents in their applicationand information, where applicable:
(a)	the documents and information required in accordance with Article 327 IMG1(56) in relation to the use of an internal model for the calculation of the consolidated group Solvency Capital Requirement. In; in relation to Article 327 IMG1(56)(a)(i), the documentation shall also include a list of all the insurance and reinsurance undertakings applying for the use of the group internal model to calculate their Solvency Capital Requirement. The cover letter referred to in Article 203IM1(2)(a) shall be approved by the administrative, management or supervisory body of the participating insurance or reinsurance undertaking and of each insurance and reinsurance undertakings applying for the use of the group internal model to calculate their Solvency Capital Requirement;
(b)	the documents required in accordance with Article 230IM1title I, chapter VI, section 4, sub-section 3 in relation to the use of an internal model for the calculation of the Solvency Capital Requirement of each insurance and reinsurance undertakingsundertaking in the group applying for the use of the group internal model to calculate their Solvency Capital Requirement. For; for this purpose, the insurance or reinsurance undertaking may restrict these documents to those whose content is not already covered in the documents submitted by the participating insurance or reinsurance undertaking in accordance with point (a).
(4)	For the purpose of this Section, the supervisory authorities concerned shall be understood as the supervisory authorities of all the Member States in which the head offices of each related insurance and reinsurance undertakings applying for the use of the group internal model to calculate their Solvency Capital Requirement.
Article 332 IGM2
(Article 231 of Directive 2009/138/EC)
Policy for changing the group internal model and changes to the group internal model
(1)	Subject to paragraph 2, Articles 204 IM2 and 205 IM3 and Article 328 IMG2 shall apply to the policy for changing a group internal model and to applications for approval of major changes to a group internal model.
(2)	The group supervisor and the other supervisory authorities concerned shall decide on the application of major changes to the group internal model in accordance with Article 231 of Directive 2009/138/EC. For the purpose of this Article, the extension of the use of the group internal model to the calculation of the Solvency Capital Requirement of an insurance or reinsurance undertaking not already included in or excluded from the scope of the group internal model is considered as a major change.

Article 333 IGM3
(Article 231 (2) of Directive 2009/138/EC)
Assessment of the completeness of an application to use a group internal model
(1)	Subject to paragraphs 2 to 4 of this Article and to Article 231(2) and (3) of Directive 2009/138/EC, Article 329IMG3 shall apply to the assessment of an application of permission to use a group internal model as referred to in Article 231(1) of Directive 2009/138/EC.
(2)	For the purpose of Article 231 (2) first subparagraph of Directive 2009/138/EC, the1.	The group supervisor shall determine whether the application is complete within 45 days from the day of the receipt of the application. For this purpose, anAn application shall be considered as complete if it includes all the documentation set out in Article 331 IGM1.
(3)2.	Where the group supervisor determines that the application is not complete, it shall immediately notify the applicant that the six month period referred to in Article 231 of Directive 2009/138/EC has not yet begun, specifying the documents in respect of which the application is not complete.
(4)3.	Where the group supervisor determines that the application is complete, it shall notify the applicant without delay that the application is complete and the date from which the six month period referred to in Article 231 of Directive 2009/138/EC. That date shall be the date on which the complete application was received. 

Article 334 IGM4
(Article 231 (4) and (5) of the Directive 2009/138/EC)
Decision Joint decision on the application and transitional plan to extend the scope of the model
(1)	Subject.	Prior to Article 231reaching a joint decision with other supervisory authorities concerned, as referred to in Article 231(2) of Directive 2009/138/EC and to paragraph 2 of this Article, Articles 208 IM6 to 210 IM9 and Article 330(3) and (4), the group supervisor shall applyconsult and involve in casethe assessment of anthe application of permission to use a group internal model as referred to in Article 231(1) of Directive 2009/138/EC.
(2)	The decision referred tothe other supervisory authorities mentioned in Article 231(5) of Directive 2009/138/ECIMG1(2).2.	The joint decision by supervisory authorities concerned,  shall be provided in an official language of the Member State of the group supervisor. The group supervisor shall provide the applicant, and each supervisory authorities concerned and the other supervisory authorities involved in the assessment of the application with the decision translated in thean official language of the Member State where the applicant has its head office. Each related insurance or reinsurance undertakingsundertaking applying for the use of the group internal model to calculate their Solvency Capital Requirement shall be provided with the joint decision of the group supervisor or, where relevant, with a translation of that decision, by the supervisory authority having authorised that undertaking. 
2.	In the joint decision referred to in Article 231(2), the supervisory authorities concerned may require the applicant to submit a realistic transitional plan to extend the scope of the group internal model. 

Article 334bis
(Art. 231(1) of Directive 2009/138/EC)
Use test for group internal models
1.	Where an internal model is used to calculate the consolidated group Solvency Capital Requirement, as well as the Solvency Capital Requirement of insurance and reinsurance undertakings in the group, in accordance with Article 231(1) of Directive 2009/138/EC, the requirements set out in Articles TSIM1 to TSIM6 shall be complied with by the following undertakings:
(a)	the participating insurance or reinsurance undertaking whose consolidated group Solvency Capital Requirement is calculated on the basis of the internal model, in relation to the output of the internal model at group level and in case of a participating insurance or reinsurance undertaking additionally in relation to the output of the internal model at the level of that undertaking;
(b)	each other insurance and reinsurance undertaking which calculates its Solvency Capital Requirement on the basis of the internal model, both in relation to the output of the internal model at group level and at the level of the undertaking; 
(c)	each other insurance and reinsurance undertaking whose business is fully or partly in the scope of the internal model, only in relation to the output of the internal model at group level;
(d)	each intermediate insurance holding company or mixed financial holding company whose business is fully or partly in the scope of the internal model, only in relation to the output of the internal model at group level.
2.	For the purposes of paragraph 1, an insurance or reinsurance undertaking or insurance holding company or mixed financial holding company shall only comply with the requirements set out in Article TSIM3 in relation to the parts of the internal model which cover the risks of that undertaking and the risks of its related undertakings.

CHAPTER IV
SUPERVISION OF GROUP SOLVENCY FOR GROUPS 
WITH CENTRALISED RISK MANAGEMENT

Article 335 CRM1
(Art. 236 (b) of Directive 2009/138/EC)
Assessment of conditions: criteria 
(1).	In assessing whether the risk management processes and internal control mechanisms of the parent undertaking cover the subsidiary in accordance with point (b) of Article 236 of Directive 2009/138/EC, the group supervisor and the other supervisory authorities concerned shall consider whether all of the following criteria are met:
(a)	the risk management function referred to in Article 44 (4) of Directive 2009/138/EC is carried out, in respect of the subsidiary, to a significant extent by the parent undertaking, in such a way that the parent undertaking carries out the majority of the tasks of the risk management function listed in Article 259 SG7;
(b)	the compliance function referred to in Article 46 of Directive 2009/138/EC is carried out, in respect of the subsidiary, to a significant extent by the parent undertaking, in such a way that the parent undertaking carries out the majority of the tasks of the compliance  function listed in Article 260 SG8;
(c)	the requirements on outsourcing set out in Article 49 of Directive 2009/138/EC are complied with by the subsidiary in relation to the risk management and compliance activities carried out by the parent undertaking.
(2).	In assessing whether the subsidiary is managed prudently in accordance with point (b) of Article 236 of Directive 2009/138/EC, the group supervisor and the other supervisory authorities concerned, which shall comprise the supervisory authorities of the Member States in which the head office of the subsidiaries, for which permission to be subject to Articles 238 and 239 of Directive 2009/138/EC has been submitted, are situated, shall consider whether all the following criteria are met:
(a)	the system of governance, of the group, as referred to in Article 246 of Directive 2009/138/EC, of the group is sufficiently effective and does not result in a situation similar to the onea significant deviation as referred to in Article 37(1)(c) of Directive 2009/138/EC;
(b)	the system of governance, of the subsidiary, as referred to in Article 41 of Directive 2009/138/EC, of the subsidiary is sufficiently effective and does not result in a situation similar to the onea significant deviation as referred to in Article 37(1)(c) of Directive 2009/138/EC; 
(c)	the system of governance, of the subsidiary, as referred to in Article 41 of Directive 2009/138/EC, of the subsidiary is not impaired by the risk management and compliance functions of the parent undertaking covering the subsidiary.
(3)	For the purpose of this Section and Article 237 of Directive 2009/138/EC, the supervisory authorities concerned are the group supervisor and the supervisory authorities within the college of supervisors of the Member States in which the head office of the subsidiaries, for which permission to be subject to Articles 238 and 239 of Directive 2009/138/EC has been submitted, are situated.

Article 336 CRM2
(Art. 237 of Directive 2009/138/EC)
Assessment of conditions: procedures
(1).	Where a parent undertaking wishes to obtain permission to subject any of its subsidiaries to the rules laid down in Articles 238 and 239 of Directive 2009/138/EC, that parent undertaking shall submit an application containing the following:
(a)	a cover letter approved by the administrative, management or supervisory body of the parent undertaking, describing the rationale for the application and including relevant contact information;
(b)	a confirmation approved by the administrative, management or supervisory body of both the parent undertaking and the subsidiary concerned, that all documentation provided as part of the application is complete and presents a true and fair view of all material aspects;
(c)	documentation explaining how the criteria in Article 335 CRM1 are complied with by the parent undertaking and the subsidiary concerned, including information on the processes, mechanisms and reporting procedures implemented to that effect.
(2).	An application submitted in accordance with paragraph 1 in relation to a subsidiary shall clearly state whether ananother application to the same effect has been previously submitted or is being submitted at the same time for another subsidiary. The parent undertaking shall be responsible for ensuring that all such applications are submitted in a consistent and comparable form.
(3).	Where the parent undertaking decides to submit at the same time applications in relation to several subsidiaries, thesethose applications shall be considered jointly by the group supervisor and the other supervisory authorities concerned in accordance with Article 237 of Directive 2009/138/EC.

Article 337 CRM3
(Art. 239(2) of Directive 2009/138/EC)
Assessment of an emergency situation: criteria
In assessing, whether there isa situation should be considered as an emergency situation, in accordance with Article 239(2) of Directive 2009/138/EC, the supervisory authority having authorised the subsidiary shall consider whether the following criteria are met:
(1)	the timing of cooperation, exchange of information and consultation process within the college would jeopardise the effectiveness of the measures to be taken; 
(2)	a delay in the application of the proposed measures is likely to cause the financial conditions of the subsidiary to further deteriorate in such a way that there is an imminenta risk that the subsidiary will not comply with its Minimum Capital Requirement. in the following three months.

CHAPTER V
COORDINATION OF GROUP SUPERVISION
SECTION 1
COLLEGES OF SUPERVISORS
Article 338 CGS1
(Art. 248(3) of Directive 2009/138/EC)
Branch supervisors and other authorities
(1)	'Significant.	For the purposes of Article 248(3) of Directive 2009/138/EC, 'significant branch' of an insurance or reinsurance undertaking, as referred to in Article 248(3) of Directive 2009/138/EC,  shall be defined asmean a branch of an insurance or reinsurance undertakingsundertaking for which at least one of the following conditions is met:
(a)	the annual gross written premium of the branch exceeds 5 % of the annual gross written premium of the group, measured with reference to the last available consolidated financial statements of the group;
(b)	the annual gross written premium of the branch exceeds 5 % of annual gross written premiums for the life activity, the non-life activity, or both where the host Member StatesState is the Member State in which the risk is situated, measured with reference to the last available financial statements.
Upon its own initiative or following a reasoned request from the supervisory authority responsible for the supervision of that branch, the group supervisor shall consider as a 'significant branch' any branch of an insurance or reinsurance undertaking which meets the conditions in points (a) and (b).
(2).	Upon its own initiative or following a reasoned request from one of the relevant supervisory authority,authorities referred to in points (a) to (f), and where it considers appropriate to enhance the efficient exchange of information and to facilitate the exercise of group supervision, the group supervisor may, after consultation with the other supervisory authorities in the college of supervisors, invite the following authorities to be involvedparticipate in any relevant activity of the college of supervisors:
(a)	the supervisory authorities responsible for the supervision of any branch of an insurance or reinsurance undertaking, which does not meet one of the conditions referred to in paragraph 1, but which effectively constitutes a significant part of the activity of the group or of the insurance market of the Member State in which the risk of the branch is situated;
(b)	the authorities responsible for the supervision of any branch of an insurance or reinsurance undertaking which is situated in a third country, subject to professional secrecy and confidentiality requirements that meet the criteria to assess equivalence set out in Article 368 GSTCE1(1), points (s) to (w);
(c)	the authorities responsible for the supervision of any related credit institution, or investment firm subject to professional secrecy and confidentiality requirements that meet the criteria set out in Article 368 GSTCE1(1), points (s) to (w);
(d)	the authorities responsible for the supervision of any related third-country credit institution or investment firm subject to professional secrecy and confidentiality requirements that meet the criteria set out in 368 GSTCE1(1), points (s) to (w);
(e)	the authorities responsible for the supervision of any related third-country insurance or reinsurance undertaking, subject to professional secrecy and confidentiality requirements that that meet the criteria set out in 368 GSTCE1(1), points (s) to (w); 
(f)	the authorities responsible for the supervision of any branch of a related third-country insurance or reinsurance undertaking, subject to professional secrecy and confidentiality requirements that are equivalent that meet the criteria set out in 368 GSTCE1(1), points (s) to (w).

Article 339 CGS2
(Art. 248(4) of Directive 2009/138/EC)
Coordination arrangements
(1).	The coordination arrangements to be concluded in accordance with Article 248(4) of Directive 2009/138/EC shall be in writing.
(2).	The coordination arrangements shall specify, with regard to both going concern and emergency situations, specify the following:
(a)	the minimum information to be transmitted to the group supervisor by the other supervisory authorities concernedin the college of supervisors or disseminated by the group supervisor to the other supervisory authorities concernedin the college of supervisors; 
(b)	the form, the language and frequency of the information to be transmitted to the group supervisor by the other supervisory authorities concernedin the college of supervisors or disseminated by the group supervisor to the other supervisory authorities concernedin the college of supervisors;
(c)	the form, the language and frequency of the information to be exchanged with any other authorities concerned.
(3).	The coordination arrangements shall include in particular:
(a)	the obligation to adopt a work plan revised at least annually and agreed by the college of supervisors for coordinating the supervisory activities of the college in the following 12 months;
(b)	an emergency plan agreed by the college of supervisors.
(4).	The emergency plan referred to in point b of paragraph 3 shall be tailoredadapted to the specific risks of the insurance or reinsurance group. It shall include provisions covering in particular the following taskselements: 
(a)	recognition of the existence of a crisis; 
(b)	preparation of the crisis management; 
(c)	crisis assessment;
(d)	crisis management; 
(e)	external communication. 
(5).	The emergency plan shall provide that the following information shall be exchanged among supervisory authorities within the college of supervisors as soon as it is becomes available:
(a)	a description of the emergency situation, with an indication of any impact on policyholders and on the financial markets;
(b)	an identification of the undertakings in the group which are affected, by the emergency situation referred to in point (a), with relevant information on their financial situation;
(c)	an overview of any measures taken by the group; in relation to the emergency situation referred to in point (a); 
(d)	an overview of any measures taken by any of the supervisory authorities concerned in relation to the emergency situation referred to in point (a) and a description of any existing national arrangementsmeasures relevant to the management and resolution of the crisis.
(6).	The coordination arrangements referred to in paragraph 3 shall be regularly tested and reviewed by the college of supervisors.

Article 339bis CGS3
(Art. 248(1)(f) of Directive 2009/138/EC)
Supervisory approval of group-specific parameters
1.	An application to use group-specific parameters, as referred to in Article 200bis USP5bis, shall be provided in writing to the group supervisor, by the participating insurance or reinsurance undertaking, the insurance holding company or the mixed financial holding company (for the purpose of this Article, referred to as "the applicant") in one of the official languages of the group supervisor's Member State.
2.	The group supervisor shall inform the other supervisory authorities within the college of supervisors without delay of the receipt of the application and shall also forward the application to the other supervisory authorities within the college of supervisors. 
3.	Prior to making its final decision, the group supervisor shall consult the other supervisory authorities within the college of supervisors. After this consultation, the group supervisor shall make its own decision on the application. The group supervisor shall provide its decision to the applicant and to the other supervisory authorities within the college of supervisors. The decision shall be written in an official language of the Member State of the group supervisor.

SECTION 2
EXCHANGE OF INFORMATION
Article 340 CGS3
(Art. 249(1) of Directive 2009/138/EC)
Information to be exchanged on a systematic basis
(1)	Unless.	The information referred in paragraphs 2 and 3 shall be exchanged on a systematic basis between the supervisory authorities in the college, unless they decide as part of a coordination arrangement in accordance with Article 339 CGS2 (2)(a), that somepart of the items in paragraphs 2 and 3 areit is not needed for the activities of the college, they shall be exchanged on a systematic basis between the supervisory authorities in the college of supervisors. The exchange shall take place either by transmitting the information or by facilitating the access to it.
(2).	The items which the other supervisory authorities within the college have to transmit toof supervisors shall exchange with the group supervisor or whose access by the group supervisor the other supervisory authorities within the college have to facilitate on a systematic basis shall, for each related insurance or reinsurance undertaking falling within the scope of group supervision, include the following information:
(a)	itsthe solvency and financial condition report, unless the group supervisor has agreed under Article 256(2) of Directive 2009/138/EC to the inclusion of subsidiaries within the group in a single solvency and financial condition report;
(b)	itsthe regular supervisory report, as well as relevant annual and quarterly quantitative templates;
(c)	the conclusions drawn by the supervisory authority concerned pursuantfollowing to the supervisory review process carried out at the level of the individual undertaking.
(3).	The items which the group supervisor has to disseminate toshall exchange with the other supervisory authorities within the college or whose access by the other supervisory authorities within the college the group supervisor has to facilitate on a systematic basis shall include the following information:
(a)	regarding the participating insurance or reinsurance undertaking or, the insurance holding company:, or the mixed financial holding company:
its(i)	the group solvency and financial condition report;
its(ii)	the group regular supervisory report, as well as relevant group annual and quarterly quantitative templates;
(iii)	the conclusions drawn by the group supervisor pursuantsubject to the supervisory review process carried out at group level.
(b)	for each related insurance or reinsurance undertaking falling within the scope of group supervision, the itemsinformation referred to in paragraph 2.

SECTION 3
National or regional subgroup supervision
Article 340bis CGS4
(Art. 
216 and 217 of Directive 2009/138/EC)
Where Member States allow supervisory authorities to exercise group supervision on a subgroup according to Articles 216 or 217 of Directive 2009/138/EC, such a decision by the supervisory authorities should only be taken in circumstances justified by objective specificities in the operations, the organisation or the risk-profile of the subgroup as compared to the group.
CHAPTER VI
PUBLIC DISCLOSURE
SECTION 1
GROUP SOLVENCY AND FINANCIAL CONDITION REPORT
Article 341 PDG1
(Art. 256(1) of Directive 2009/138/EC)
Structure and contents
(1)	Articles PDS1 to PDS8 shall apply to the group solvency and financial condition report which participating insurance and reinsurance undertakings or, insurance holding companies or mixed financial holding companies are required to disclose publicly in accordance with Article 256(1) of Directive 2009/138/EC.
(2)	The. In addition, the group solvency and financial condition report shall include the following additional information:
(a)	regarding the group’s business and performance:
(i)	a description of the legal structure and the governance and organisational structure of the group, with a description of all subsidiaries and material related undertakings and significant branches;
(ii)	qualitative and quantitative information on relevant operations and transactions within the group;
(b)	regarding the group’s system of governance:
(i)	a description of how the risk management and internal control systems and reporting procedures are implemented consistently in all the undertakings included inwithin the scope of group supervision, as referred torequired in Article 246 of Directive 2009/138/EC;
(ii)	where applicable, a statement that the participating insurance or reinsurance undertaking or, the insurance holding company or the mixed financial holding company has made use of the option provided for in the third subparagraph of Article 246(3) of Directive 2009/138/EC;  
(iii)	information on any material intra-group outsourcing arrangements;
(c)	regarding the group's risk profile,: qualitative and quantitative information on any significant risk concentration at the level of the group;
(d)	regarding the group’s valuation for solvency purposes,: where the bases, methods and main assumptions used at group level for the valuation for solvency purposes of the group’s assets, technical provisions and other liabilities differ materially from those used by any of its subsidiaries for the valuation for solvency purposes of its assets, technical provisions and other liabilities, a quantitative and qualitative explanation of any material differences;
(e)	regarding the group’s capital management:
(i)	whether method 1 or method 2 is used to calculate the group solvency at the level of the group and where a combination of method 1 and 2 is used for which related undertakings method 2 is used; 
(ii)	qualitative and quantitative information on any significant restriction to the fungibility and transferability of own funds eligible for covering the group Solvency Capital Requirement;
(iii)	where method 1 is used to calculate the group solvency, the amount of the consolidated group Solvency Capital Requirement, with separate indication of the amounts referred to in Article 323ter SCG;
(iv)	qualitative and quantitative information on the material sources of group diversification effects;
(v)	where applicable, the sum of amounts referred to in points (a) and (b) of the second subparagraph of Article 230(2) of Directive 2009/138/EC;
(vi)	where applicable, a description of the undertakings which are in the scope of any internal model used to calculate the group Solvency Capital Requirement; 
(vii)	a description of the main differences, if any, between any internal model used at individual undertaking level and any internal model used to calculate the group Solvency Capital Requirement.

Article 342 PDG2
(Art. 256(1) of Directive 2009/138/EC)
Languages
(1).	Participating insurance and reinsurance undertakings or, insurance holding companies or mixed financial holding companies shall disclose their group solvency and financial condition report in the language or languages determined by theirthe group supervisor.
(2).	Where the college of supervisors comprises supervisory authorities from more than one Member State, the group supervisor may, after consultation with the other supervisory authorities concerned and the group itself, require participating insurance and reinsurance undertakings or undertaking, insurance holding companiescompany or mixed financial holding company to also disclose the report referred to in paragraph 1 in another language most commonly understood by the other supervisory authorities concerned, as agreed in the college of supervisors.
(3).	Where any of the insurance or reinsurance subsidiaries of the participating insurance or reinsurance undertakings or undertaking, insurance holding companiescompany or mixed financial holding company has its head office in a Member State whose official language or languages are different from the language or languages in which the group solvency and financial condition report is disclosed by application of paragraphs 1 and 2, the participating insurance and reinsurance undertakings or undertaking, insurance holding companiescompany or mixed financial holding company shall disclose a translation of the summary of that report as referred to in Article PDS2 into the official language or languages of that Member State.

Article 343 PDG4
(Art. 256(1) of Directive 2009/138/EC)
Non-disclosure of information
Article PDS10 shall apply to non-disclosure of information in the group solvency and financial condition report by participating insurance and reinsurance undertakings or, insurance holding companies. or mixed financial holding companies.

Article 344 PDG5
(Art. 256(1) of Directive 2009/138/EC)
Deadlines
Article PDS11 shall apply to the disclosure by participating insurance and reinsurance undertakings or, insurance holding companies or mixed financial holding companies of their group solvency and financial condition report. For the purposes of this Article the deadlines referred to in Article PDS 11 shall each be extended by 6 weeks.
Article 345 PDG6
(Art. 256(1) of Directive 2009/138/EC)
Means of disclosure
(1)	Article PDS12 shall apply to the disclosure by participating insurance and reinsurance undertakings or insurance holding companies of their group solvency and financial condition report. 
(2)	Notwithstanding paragraph 2 of Article PDS12, where insurance and reinsurance undertakings do not own and maintain a website but are subsidiaries of a participating insurance or reinsurance undertaking or an insurance holding company which does own and maintain a website, these insurance and reinsurance undertakings shall disclose their solvency and financial condition report on that website. That report shall remain available on that website for at least five years after the disclosure dates referred to in Article PDS11(1). 
(3)	Article PDS12(4) shall not apply to the subsidiaries referred to in paragraph 2 of this Article. Insurance and reinsurance undertakings shall, in respect of those subsidiaries, provide any person who so requests with the references of the website where the solvency and financial condition report is disclosed.
(4)	Participating insurance and reinsurance undertakings or insurance holding companies shall submit to the group supervisor their group solvency and financial condition report, and any updated version of that report thereto, in electronic form.

Article 346 PDG7
(Art. 256(1) of Directive 2009/138/EC)
Updates
(1).	Where participating insurance and reinsurance undertakings or, insurance holding companies or mixed financial holding companies have to disclose publicly, in accordance with Article 256(1) of Directive 2009/138/EC, appropriate information on the nature and effects of any major development that materially affect the relevance of their group solvency and financial condition report, they shall provide an updated version of that report. Articles PDG1 to PDG4 shall apply to that updated version.
(2).	Without prejudice to the requirements for immediate disclosure set out in Article 54(1) of Directive 2009/138/EC, any updated version of the group solvency and financial condition report shall be disclosed as soon as possible after the major development referred to in paragraph 1, in accordance with the provisions set out in Article PDG6.

Article 346bis PDG7
(Art. 256(1) of Directive 2009/138/EC)
Transitional arrangements on comparative information
Article PDS14 shall apply to the disclosure of comparative information by participating insurance and reinsurance undertakings or, insurance holding companies or mixed financial holding companies.

SECTION 2
SINGLE SOLVENCY AND FINANCIAL CONDITION REPORT

Article 347 PDG8
(Art. 256(2) of Directive 2009/138/EC)
Structure and contents
(1).	Where participating insurance and reinsurance undertakings or, insurance holding companies or mixed financial holding companies provide, in accordance with Article 256(2) of Directive 2009/138/EC, a single solvency and financial condition report, the requirements set out in this Article and in Articles PDG9 to PDG13Section shall apply.
(2).	The single solvency and financial condition report shall present separately the information which must be disclosed at group level in accordance with Article 256(1) of Directive 2009/138/EC and the information which must be disclosed in accordance with Articles 51 and 53 to 55 of Directive 2009/138/EC for any subsidiary covered by that report. 
(3).	The information at group level and the information for any subsidiary covered by that report shall each follow the structure set out in Annex PD1. However, participatingParticipating insurance and reinsurance undertakings or, insurance holding companies or mixed financial holding companies may decide, when providing any part of the information to be disclosed for a subsidiary covered, to refer to information at group level, where that information is equivalent in both nature and scope. 

Article 348 PDG9
(Art. 256(2) of Directive 2009/138/EC)
Languages
(1).	Participating insurance and reinsurance undertakings or, insurance holding companies or mixed financial holding companies shall disclose their single solvency and financial condition report in the language or languages determined by theirthe group supervisor.
(2).	Where the college of supervisors comprises supervisory authorities from more than one Member State, the group supervisor may, after consultation with the other supervisory authorities concerned and of the group itself, require the participating insurance and reinsurance undertakings or undertaking, insurance holding companiescompany or mixed financial holding company to also disclose the report referred to in paragraph 1 in another language most commonly understood by the other supervisory authorities concerned, as agreed in the college of supervisors.
(3).	Where any of the subsidiaries covered by the single solvency and financial condition report has its head office in a Member State whose official language or languages are different from the language or languages in which that report is disclosed by application of paragraphs 1 and 2, the supervisory authority concerned may, after consulting the group supervisor and the group itself, require the participating insurance and reinsurance undertakings or undertaking, insurance holding companiescompany or mixed financial holding company to include in that report a translation of the information related to that subsidiary into an official language of that Member State. ParticipatingThe participating insurance and reinsurance undertakings or undertaking, insurance holding companiescompany or mixed financial holding company shall disclose a translation into the official language or languages of that Member State of the following:
(a)	the summary of the information from that report, as referred to in Article PDS2, related to the group;
(b)	the information from that report related to that subsidiary, unless exemption has been granted by the supervisory authority concerned. 

Article 349 PDG10
(Art. 256(2) of Directive 2009/138/EC)
Non-disclosure of information
(1)	.	As regards the information at the level of the group, Article PDG4 shall apply to that part of the single solvency and financial condition report which corresponds to point (a).
2.	As regards the information for any of the subsidiaries within the group, Article 256(2) of Directive 2009/138/ECPDS10 shall apply.
(2)	Article PDS10 shall apply to that part of the single solvency and financial condition report which corresponds to point (b) of Article 256(2) of Directive 2009/138/EC.

Article 350 PDG11
(Art. 256(2) of Directive 2009/138/EC)
Deadlines and means of disclosure 
(1)	Article PDS11 shall apply to the deadlines for disclosure by participating insurance and reinsurance undertakings or, insurance holding companies or mixed financial holding companies of their single solvency and financial condition report. 
(2)	Article PDS12 shall apply to the means of disclosure by participating insurance and reinsurance undertakings or insurance holding companies of their single solvency and financial condition report.

Article 351 PDG12
(Art. 256(2) of Directive 2009/138/EC)
Updates
(1).	Where participating insurance and reinsurance undertakings or, insurance holding companies or mixed financial holding companies have to disclose publicly, in accordance with Article 256(2) of Directive 2009/138/EC, information on the nature and effects of any major development that materially affect the relevance of their single solvency and financial condition report, they shall provide an updated version of that report. Articles PDG8 to PDG10 shall apply to that updated version.
(2).	Without prejudice to the requirements for immediate disclosure set out in Article 54(1) of Directive 2009/138/EC, any updated version of the single solvency and financial condition report shall be disclosed as soon as is possible after the major development referred to in paragraph 1, in accordance with the provisions set out in Article PDG11(2).

Article 352 PDG13
(Art. 256(2) of Directive 2009/138/EC)
Reference
(1).	Where participating insurance and reinsurance undertakings or, insurance holding companies make use of the option set out in Article 256(2) of Directive 2009/138/ECor mixed financial holding companies provide a single solvency and financial condition report in respect of some of their subsidiaries only, :
(a)	the other insurance and reinsurance undertakings which are subsidiaries of that participating insurance or reinsurance undertaking or, insurance holding company shallor mixed financial holding companiyshall include in their solvency and financial condition report a reference to the single solvency and financial condition report disclosed in accordance with Article 256(2) of that Directive. The single solvency and financial condition reports disclosed in accordance with article 256(2) of Directive 2009/138/EC shall equally include a reference to the solvency and financial condition report of those other insurance and reinsurance undertakings.
(2)b)	the single solvency and financial condition reports disclosed in accordance with Article 256(2) of Directive 2009/138/EC shall equally include a reference to the solvency and financial condition report of those other insurance and reinsurance undertakings.
2.	Where participating insurance and reinsurance undertakings or, insurance holding companies or mixed financial holding companies do not make use of the option set out in Article 256(2) of Directive 2009/138/ECprovide a single solvency and financial condition report, the insurance and reinsurance undertakings which are subsidiaries of that participating insurance or reinsurance undertaking, insurance holding company or insurancemixed financial holding company shall include in their solvency and financial condition report a reference to the group solvency and financial condition reports disclosed in accordance with Article 256(1) of that Directive.

Article 352bis PDG13

(Art. 256(2) of Directive 2009/138/EC)
Transitional arrangements on comparative information
Article PDS14 shall apply to the disclosure of comparative information by participating insurance and reinsurance undertakings or, insurance holding companies or mixed financial holding companies.

CHAPTER VII
GROUP SUPERVISORY REPORTING
Article 353 SRG1
(First subparagraph of Art. 254(2) of Directive 2009/138/EC)
Group regular supervisory reporting: elements and contents
(1).	Articles SRS1 to SRS7bis shall apply to the information which participating insurance and reinsurance undertakings or, insurance holding companies or mixed financial holding companies shall be required to submit to the group supervisor pursuant to the first subparagraph of Article 254(2) of Directive 2009/138/EC.
(2).	The group regular supervisory report shall include the following additional information:
(a)	regarding the group’s business and performance:
a list of all subsidiaries, related undertakings and branches and a description of those that are material;
a description of activities and sources of profits or losses for each material related undertaking in the group; 
a description of the contribution of each subsidiary to the achievement of the group strategy;
qualitative and quantitative information on significant intra-group transactions by insurance and reinsurance undertakings with anthe group and the amount of the transactions over the reporting period and their outstanding balances at the end of the reporting period;
(b)	regarding the group's system of governance:
a description of how the group internal control mechanism comply with the requirements set out in Article 246(2) of Directive 2009/138/EC;
when applicable, information on the subsidiaries included in the own risk and solvency assessment as referred to in the third subparagraph of Article 246(4) of Directive 2009/138/EC;
qualitative and quantitative information on material specific risks at group level;
(c)	regarding the group’s capital management:
qualitative and quantitative information on the Solvency Capital Requirement and own funds for each insurance and reinsurance undertaking within the group, in so far as it is included in the calculation of the group solvency; 
qualitative and quantitative information on the Solvency Capital Requirement and own funds for each intermediate insurance holding company, insurance holding company, intermediate mixed financial holding company, mixed financial holding company and ancillary services undertaking within the group, in so far as it is included in the calculation of the group solvency;
qualitative and quantitative information on the solvency requirements and own funds for each related undertaking which is a credit institution, investment firm, financial institution, asset management company, alternative investment fund manager or institutions for occupational retirement provisions in so far as it is included in the calculation of the group solvency;
qualitative and quantitative information on the notional solvency requirement and own funds for each related undertaking which is a non-regulated undertaking carrying out financial activities, in so far as it is included in the calculation of the group solvency; 
qualitative and quantitative information on the solvency requirement and own funds for each related third-country insurance or reinsurance undertaking, in so far as it is included in the calculation of the group solvency; when method 2 is used in the case of a related third country insurance or reinsurance  undertaking that has its head office in a third country whose solvency regime is deemed to be equivalent under Article 227,  of Directive 2009/139/EC, the Solvency Capital Requirement and the own funds eligible to satisfy that requirement as laid down by the third country concerned shall be separately identified;
qualitative and quantitative information on the solvency requirement and own funds for any other related undertakingsundertaking, in so far as it is included in the calculation of the group solvency; 
a description of special purpose vehicles within the group, as defined under Directive 2009/138/EC and which either comply with the requirements set out in Article 211 of that Directive or2009/138/EC;
a description of special purpose vehicles within the group, which are regulated by a third country supervisory authority and  comply with requirements equivalent to those set out in Article 211(2) of Directive 2009/138/EC; for the purpose of this point, the report shall include a description of the verification carried out by the participating insurance and reinsurance undertaking, insurance holding company or mixed financial holding company that requirements to which these special purpose vehicles are subject to in the third country are equivalent to those set out in Article 211(2) of Directive 2009/138/EC;

a description of each special purpose entity inwithin the group other than those referred to in points (vii) and (viii) together with qualitative and quantitative information on the solvency requirement and own funds of these entities, in so far as it isthey are included in the calculation of the group solvency;
where relevant, for all related insurance and reinsurance undertakings which are included in the calculation of the group solvency, qualitative and quantitative information which is relevant to the undertaking's complianceon how the undertaking complies with Article 222(2) to (5) of Directive 2009/138/EC;
where relevant, qualitative and quantitative information on the own- fund items referred to in Article 222(3) of Directive 2009/138/EC that cannot effectively be made available to cover the Solvency Capital Requirement of the participating insurance or reinsurance undertaking, insurance holding company or insurancemixed financial holding company for which the group solvency is calculated, including a description of how the adjustment to group own funds has been made;
where relevant, qualitative information on the reasons for the classification of own-fund items referred to in Article 324a SCG4a and Article 324b SCGb.

Article 354 SRG2
(Art. 254(2) 1stFirst subparagraph of Art. 254(2) of Directive 2009/138/EC)
Group regular supervisory reporting: deadlines
Article SRS8 shall apply to the submission by participating insurance and reinsurance undertakings or, insurance holding companies or mixed financial holding companies of their group regular supervisory reporting. For the purposes of this Article the submission periods referred to in Article SRS8 shall each be extended by 6 weeks.
Article 355 SRG3
(Art. 254(2) 1st subparagraph of Directive 2009/138/EC)
Group regular supervisory reporting: means of communication
Article SRS9 shall apply to the submissions by participating insurance and reinsurance undertakings or insurance holding companies of their group regular supervisory reporting. 

Article 356 SRG4
(First subparagraph of Art. 254(2) of Directive 2009/138/EC)
Languages
Where the college of supervisors comprises supervisory authorities from more than one Member State, the group supervisor may, after consultation with the other supervisory authorities concerned and the group itself, require the participating insurance and reinsurance undertakings or undertaking, insurance holding companiescompany or mixed financial holding company to report the group regular supervisory reporting in a language most commonly understood by the supervisory authorities concerned, as agreed in the college of supervisor.

Article 356bis
(First subparagraph of Art. 254(2) of Directive 2009/138/EC)

Additional transitional information on groups
In relation to1.	During the first year of application of Directive 2009/138/EC, Article SRS10(1) shall apply to the participating insurance and reinsurance undertakings or, insurance holding companies or mixed financial holding companies. For the purposes of this Article information referred to in Article SRS10(1) shall be submitted to the group supervisor. 
2.	Participating insurance and reinsurance undertakings or, insurance holding companies or mixed financial holding companies shall submit to the group supervisor the information referred to in paragraph 1 no later than 18 weeks after the reference date of the opening financial statement as referred to in Article SRS10(1).

Article 356ter
(Art. 244(2) and (3) of Directive 2009/138/EC)
Significant risk concentrations (definition, identification and thresholds)
1.	Participating insurance and reinsurance undertakings, insurance holding companies or mixed financial holding companies shall consider as significant risk concentrations the risk concentrations that could threaten the group solvency or liquidity position. Risk concentrations may arise, for example, from direct and indirect exposures of undertakings in the group to:
(a)	individual counterparties;
(b)	groups of individual but interconnected counterparties, for example undertakings within the same corporate group;
(c)	specific geographical areas or industry sectors;
(d)	natural disasters or catastrophes.
2. 	For the purpose of identifying significant risk concentrations and determining appropriate thresholds in a particular group, the group supervisor should consider at least the following elements:
(a)	solvency and liquidity position of the group;
(b)	complexity of the structure of the group;
(c)	importance of regulated entities from other financial sectors or non-regulated entities carrying out financial activities;
(d)	diversification of the group's investments portfolio;
(e)	diversification of the group's insurance activities, in terms of geographical areas and lines of business.

Article 356quater
(Art. 245(2) and (3) of Directive 2009/138/EC)
Significant intragroup transactions (definition)
Participating insurance and reinsurance undertakings, insurance holding companies or mixed financial holding companies shall consider as significant intragroup transactions the intragroup transactions that materially influence the solvency or liquidity position of the group or of one of the undertakings involved in these transactions. Such intragroup transactions may include for example:
(a)	investments;
(b)	intercompany balances, including loans, receivables and arrangements to centralise the management of assets or cash;
(c)	guarantees and commitments such as letters of credit; 
(d)	derivative transactions;
(e)	dividends, coupons, and other interest payments;
(f)	reinsurance operations;
(g)	provision of services or agreements to share costs;
(h)	purchase, sale or lease of assets.


TITLE III
CHAPTER I
THIRD COUNTRY EQUIVALENCE
SECTION 1
Definitions
Article 357 TCE1
(Articles 172, 227 and 260 of Directive 2009/138/EC)
For the purpose of Title III, the following definitions shall apply:
(1)	'domestic insurance undertaking' means an undertaking authorised and supervised by  third-country supervisory authorities which would require authorisation as an insurance undertaking in accordance with Article 14 of Directive 2009/138/EC if its head offices were situated in the Union
(2)	
 'domestic reinsurance undertaking' means an undertaking authorised and supervised by third-country supervisory authorities which would require authorisation as a reinsurance undertaking in accordance with Article 14 of Directive 2009/138/EC if its head offices were situated in the Union.

SECTION 2
UNDERTAKINGS CARRYING OUT REINSURANCE ACTIVITIES WITH THEIR HEAD OFFICE IN A THIRD COUNTRY
Article 358 RTCE1
(Article 172 of Directive 2009/138/EC)
Criteria for assessing third country equivalence 
In accordance with Article 172(2) of Directive 2009/138/EC, the criteria to be taken into account in order to assess whether the solvency regime of a third country applied to reinsurance activities of undertakings with their head office in that third country is equivalent to that laid down in Title I of Directive 2009/138/EC are the following:
(a) whether the supervisory authorities of that third country have the power, by law or regulation, to effectively supervise domestic insurance or reinsurance undertakings carrying out reinsurance activities and impose sanctions or take enforcement action where necessary; 

(b) whether the supervisory authorities of that third country have the necessary means, the relevant expertise, capacities including financial and human resources, and mandate to effectively protect policy holders and beneficiaries regardless of their nationality or place of residence; 

(c) whether the supervisory authorities of that third country, in the exercise of their general duties, duly consider the potential impact of their decisions on the stability of financial systems globally, particularly during emergency situations, on the basis of the information available at the time;

(d) whether the supervisory authorities of that third country take into account the potential pro-cyclical effects of their actions where exceptional movements in the financial markets occur;

(e) whether the taking-up of the business of reinsurance in that third country is subject to prior authorisation conditional on a clear, objective and publicly available set of written standards;

(f) whether the solvency regime of that third country requires domestic insurance or reinsurance undertakings carrying out reinsurance activities to have an effective system of governance in place which provides for sound and prudent management of the business and includes at least:
(i) 	an adequate, transparent organisational structure with a clear allocation and appropriate segregation of responsibilities; 
(ii) requirements for ensuring that persons who effectively run the undertaking are fit and proper, which are equivalent to Article 42 of Directive 2009/138/EC.; 
(iii) effective processes to ensure the timely transmission of information both within the undertaking and to the relevant supervisory authorities;
(iv) requirements for ensuring that the outsourced functions or activities are effectively supervised. ;

(g) whether the solvency regime of that third country requires domestic insurance or reinsurance undertakings carrying out reinsurance activities to have an effective risk-management system in place comprising at least:
(i) strategies, processes and internal reporting procedures necessary to identify, measure, monitor, manage and report risks, to which the undertaking is or could be exposed, at an individual and an aggregated level and on a continuous basis, and their interdependencies;
(ii) an effective internal control system;
(h) whether the solvency regime of that third country requires domestic insurance or reinsurance undertakings carrying out reinsurance activities to establish and maintain effective risk-management, compliance, internal audit and actuarial functions;

(i) whether the solvency regime of that third country requires domestic insurance or reinsurance undertakings carrying out reinsurance activities to:
(i) provide third country supervisory authorities with any information necessary for the purposes of supervision; 
(ii) disclose publicly, on at least an annual basis, a report on their solvency and financial condition equivalent to that specified in Article 51 of Directive 2009/138/EC; 
(j) whether the solvency regime of that third country requires that proposed changes to the business policy or management of domestic insurance or reinsurance undertakings carrying out reinsurance activities, or to qualifying holdings in such undertakings, are consistent with maintaining a sound and prudent management of those undertakings; 
 	
(k) whether the assessment of the financial position of domestic insurance or reinsurance undertakings carrying out reinsurance activities relies on sound economic principles and whether solvency requirements are based on an economic valuation of all assets and liabilities; 

(l) whether the solvency regime of that third country requires domestic insurance or reinsurance undertakings carrying out reinsurance activities to hold adequate financial resources including:

(i) a requirement that those undertakings establish technical provisions with respect to all of their reinsurance obligations towards policy holders and beneficiaries of  reinsurance contracts;
(ii) a requirement that assets held to cover technical provisions are invested in the best interests of all policy holders and beneficiaries  taking into account any disclosed policy objective; 
(iii) a requirement that those undertakings only invest in assets and instruments whose risks the undertaking concerned can properly identify, measure, monitor, manage, control and report;
(iv) a requirement that those undertakings meet capital requirements set at a level which ensures that in the event of significant losses policy holders and beneficiaries are adequately protected and continue to receive payments as they fall due to a level of confidence equivalent to that achieved by Article 101 of Directive 2009/138/EC;
(v) a requirement that those undertakings maintain a minimum level of capital, non-compliance with which triggers immediate and ultimate supervisory intervention; 
 (vi) a requirement that those undertakings meet the capital requirements referred to in points (iv) and (v) with own funds that are of a sufficient quality and which are able to absorb significant losses, and that own-fund items considered by the supervisory authorities to be of a high quality shall absorb losses both in a going concern and in case of a winding up.;  

(m) whether the capital requirements of the solvency regime of that third country are risk-based with the objective of capturing quantifiable risks and that where a significant risk is not quantifiable and can notcannot be captured in the capital requirements, then that risk is addressed through another supervisory mechanism; 

(n) whether the solvency regime of that third country ensures timely intervention by supervisory authorities of the third country in the event that the capital requirement referred to in point (l)(iv) is not complied with; 

(o) whether the solvency regime of the third country provides that all persons who are working or who have worked for the supervisory authorities of that third country, as well as auditors and experts acting on behalf of those authorities, are bound by obligations of professional secrecy and whether such obligations of professional secrecy extend to information received from all supervisory authorities;   

(p) whether the solvency regime of the third country provides that, without prejudice to cases covered by criminal law, any confidential information received by all persons who are working or who have worked for the supervisory authorities of that third country is not divulged to any person or authority whatsoever, except in summary or aggregate form, such that individual insurance and reinsurance undertakings cannot be identified; 

(q)  whether the solvency regime of the third country provides that, where an insurance or reinsurance undertaking has been declared bankrupt or is being compulsorily wound up, confidential information which does not concern third parties involved in attempts to rescue that undertaking may be divulged in civil or commercial proceedings;

(r) whether third country supervisory authorities which receive confidential information from  supervisory authorities only use that information in the course of their duties and for the following purposes:
 		(i) to check that the conditions governing the taking-up of business of reinsurance, system of governance and public disclosure and solvency assessment have been met; 
		(ii) to impose sanctions;
		(iii) in administrative appeals against decisions of the supervisory authorities;
		(iv) in court proceedings relating to the solvency regime in that third country;
(s) whether third country supervisory authorities are permitted to exchange information received from supervisory authorities, in the discharge of their supervisory functions or the detection and investigation of breaches of company law, with other authorities, bodies or persons where that that authority, body or person is subject to the obligation of professional secrecy in the relevant third country and whether that information is only disclosed once the express agreement of the supervisory authority from which it originates has been obtained and, where appropriate, has been obtained solely for the purposes for which the authority gave its agreement.
Article 365 TRTCE1
Transitional Arrangements 
1. The conditions to be fulfilled by 31 December 2013 in order to apply the transitional arrangements referred to in Article 172(4) of Directive 2009/138/EC to reinsurance activities of undertakings with their head office in that third country are the following: 
(a) 	whether a public commitment has been made by the third country supervisory authorities to introduce a solvency regime that is capable of satisfying the criteria set out in Article RTCE1 by 31 December 2018; 
(b) 	whether a programme has been established by the third country supervisory authorities for converging to a solvency regime that:
(i) is capable of satisfying the criteria set out in Article RTCE1; 
(ii) includes clear indicators for when and how the criteria set out in Article RTCE1 are to be met;
(iii) is comprehensive and capable of being completed by 31 December 2018;  
(c) whether the supervisory authorities in that third country have the resources necessary for the completion of the convergence programme and have allocated those resources to its implementation;
(d) whether the third country currently has a supervisory regime that is risk-based or has taken action to move towards such a system; 
(e) whether the third country's supervisory authorities have declared their willingness to engage in the equivalence assessment process and to cooperate and exchange information with supervisory authorities in Members States;
(f) whether all persons who are working or who have worked for the supervisory authorities, as well as auditors and experts acting on behalf of those authorities of the third country are bound by obligations of professional secrecy.
2.	The transitional arrangements referred to in Article 172(4) of Directive 2009/138/EC shall be for a period ending on 31 December 2018, or until the date on which the solvency regime of that third country has been deemed to be equivalent, whichever is the earliest.  
3.	No later than 31 December 2016, the Commission shall review, in relation to each third country for which a positive equivalence decision has been made, the progress that has been made by each third country supervisory authorities in meeting the requirements of the convergence programme referred to in paragraph 1.  

 
SECTION 3
RELATED THIRD COUNTRY INSURANCE AND REINSURANCE UNDERTAKINGS   
Article 366 GTCE1
(Article 227 of Directive 2009/138/EC)
Criteria for assessing third country equivalence
In accordance with Article 227(3) of Directive 2009/138/EC, the criteria to be taken into account in order to assess whether the solvency regime of a third country applied to all domestic insurance and reinsurance undertakings in that third country is equivalent to that laid down in Title I , Chapter VI of Directive 2009/138/EC are the following: 
  
(a) whether the assessment of the financial position of domestic insurance and reinsurance undertakings relies on sound economic principles and whether solvency requirements are based on an economic valuation of all assets and liabilities;

(b)  whether the solvency regime of that third country requires domestic insurance or reinsurance undertakings to hold adequate financial resources including:

	(i) a requirement that those undertakings establish technical provisions with respect to all of their insurance and reinsurance obligations towards policy holders and beneficiaries of insurance and reinsurance contracts;
(ii) a requirement that assets held to cover technical provisions are invested in the best interests of all policy holders and beneficiaries taking into account any disclosed policy objective;
(iii) a requirement that those undertakings only invest in assets and instruments whose risks the undertaking concerned can properly identify, measure, monitor, manage, control and report;
(iv) a requirement that those undertakings meet capital requirements set at a level which ensures that in the event of significant losses policy holders and beneficiaries are adequately protected and continue to receive payments as they fall due to a level of confidence equivalent to that achieved by Article 101 of Directive 2009/138/EC;
(v) a requirement that those undertakings maintain a minimum level of capital, non-compliance with which triggers immediate and ultimate supervisory intervention; 
 (vi) a requirement that those undertakings meet the capital requirements referred to in points (iv) and (v) with own funds that are of a sufficient quality and which are able to absorb significant losses, and that own-fund items considered by the supervisory authorities to be of a high quality shall absorb losses both in a going concern and in case of a winding up.;  

(c) whether the capital requirements of the solvency regime of that third country are risk-based with the objective of capturing quantifiable risks and that where a significant risk is not quantifiable and can notcannot be captured in the capital requirements, then that risk is addressed through another supervisory mechanism; 

(d) whether the solvency regime of that third country ensures timely intervention by supervisory authorities of the third country in the event that the capital requirement referred to in point (b)(iv) is not complied with; 

(e) whether the solvency regime of the third country provides that all persons who are working or who have worked for the supervisory authorities of that third country, as well as auditors and experts acting on behalf of those authorities, are bound by obligations of professional secrecy and whether such obligations of professional secrecy extend to information received from all supervisory authorities;   

(f) whether the solvency regime of the third country provides that, without prejudice to cases covered by criminal law, any confidential information received by all persons who are working or who have worked for the supervisory authorities of that third country is not divulged to any person or authority whatsoever, except in summary or aggregate form, such that individual insurance and reinsurance undertakings cannot be identified; 

(g)  whether the solvency regime of the third country provides that, where an insurance or reinsurance undertaking has been declared bankrupt or is being compulsorily wound up, confidential information which does not concern third parties involved in attempts to rescue that undertaking may be divulged in civil or commercial proceedings;

(h) whether third country supervisory authorities which receive confidential information from  supervisory authorities only use that information in the course of their duties and for the following purposes:
 		(i) to check that the conditions governing the taking-up of business, system of governance and public disclosure and solvency assessment have been met; 
		(ii) to impose sanctions;
		(iii) in administrative appeals against decisions of the supervisory authorities;
		(iv) in court proceedings relating to the solvency regime in that third country;

(i) whether third country supervisory authorities are permitted to exchange information received from supervisory authorities, in the discharge of their supervisory functions or the detection and investigation of breaches of company law, with other authorities, bodies or persons where that that authority, body or person is subject to the obligation of professional secrecy in the relevant third country and whether that information is only disclosed once the express agreement of the supervisory authority from which it originates has been obtained and, where appropriate, has been obtained solely for the purposes for which the authority gave its agreement.
Article 367 TGTCE1
Transitional Arrangements 
1. The conditions to be fulfilled by 31 December 2013 in order to apply the transitional arrangements referred to in Article 227(6) of Directive 2009/138/EC are the following: 
(a) 	whether a public commitment has been made by the third country supervisory authorities to introduce a solvency regime that is capable of satisfying the criteria set out in Article GTCE1 by 31 December 2018; 
(b) 	whether a programme has been established by the third country supervisory authorities for converging to a solvency regime that:
(i) is capable of satisfying the criteria set out in Article GTCE1; 
(ii) includes clear indicators for when and how the criteria set out in Article GTCE1 are to be met;
(iii) is comprehensive and capable of being completed by 31 December 2018;  
(c) whether the supervisory authorities in that third country have the resources necessary for the completion of the convergence programme and have allocated those resources to its implementation;
(d) whether the third country currently has a supervisory regime that is risk-based or has taken action to move towards such a system; 
(e) whether the third country's supervisory authorities have declared their willingness to engage in the equivalence assessment process and to cooperate and exchange information with supervisory authorities in Members States;
(f) whether all persons who are working or who have worked for the supervisory authorities, as well as auditors and experts acting on behalf of those authorities of the third country are bound by obligations of professional secrecy.
2.	The transitional arrangements referred to in Article 227(6) of Directive 2009/138/EC shall be for a period ending on 31 December 2018, or until the date on which the solvency regime of that third country has been deemed to be equivalent, whichever is the earliest.  
3.	No later than 31 December 2016, the Commission shall review, in relation to each third country for which a positive equivalence decision has been made, the progress that has been made by each third country supervisory authorities in meeting the requirements of the convergence programme referred to in paragraph 1.  
SECTION 4
INSURANCE AND REINSURANCE UNDERTAKINGS  WITH THE PARENT UNDERTAKINGS OUTSIDE THE UNION 
Article 368 GSTCE1
(Article 260 of Directive 2009/138/EC)
Criteria for assessing third country equivalence 
In accordance with Article 260(2) of Directive 2009/138/EC, the criteria to be taken into account in order to assess whether the prudential regime in a third country for the supervision of groups is equivalent to that laid down in Title III of Directive 2009/138/EC are the following:
(a) whether the supervisory authorities of the third country have the necessary means, the relevant expertise, capacities including financial and human resources, and mandate to effectively protect policy holders and beneficiaries, regardless of their nationality or place of residence;
(b) whether the supervisory authorities of the third country are empowered by law or regulation to: 
(i) determine which undertakings fall under the scope of supervision at group level;

(ii) supervise insurance and reinsurance undertakings which are part of a group;
(iii)  impose sanctions or take enforcement action where necessary; 
(c) whether the supervisory authorities of the third country are able to effectively assess the risk profile and solvency and financial position of insurance and reinsurance undertakings which are part of a group as well as that group's business strategy;
(d) whether the scope of supervision at group level at least includes all undertakings over which a participating undertaking, as defined by point (a) of Article 212(1) of Directive 2009/138/EC, exercises dominant or significant influence unless where this would be inappropriate to the objectives of group supervision;
(e) whether the supervisory authorities of the third country, in the exercise of their general duties, duly consider the potential impact of their decisions on the stability of financial systems globally, particularly during emergency situations, on the basis of the information available at the time; 
(f) whether the supervisory authorities of that third country take into account the potential pro-cyclical effects of their actions where exceptional movements in the financial markets occur;
(g) whether the prudential regime of that third country requires an effective system of governance at the group level which provides for sound and prudent management of the business and includes at least:
(i) an adequate transparent organisational structure with a clear allocation and appropriate segregation of responsibilities; 
(ii) requirements for ensuring that persons who effectively run the undertaking are fit and proper, which are equivalent to Article 42 of Directive 2009/138/EC; 
(iii) effective processes to ensure the timely transmission of information both within the group and to the relevant supervisory authorities;
(iv) requirements for ensuring that the outsourced functions or activities are effectively supervised; 
(h) whether the prudential regime of that third country requires an effective risk-management system in place at the group level comprising  at least:
(i) strategies, processes and internal reporting procedures necessary to identify, measure, monitor, manage and report risks on a continuous basis, to which the group is or could be exposed and their interdependencies;

(ii) an effective internal control system;

(i) whether the prudential regime of that third country requires the group to have sound reporting and accounting procedures to monitor and manage the intra-group transactions and the risk concentrations;
(j) whether the prudential regime of that third country requires that effective risk-management, compliance, internal audit and actuarial functions are  established and maintained by the group;
(k) whether the prudential regime of that third country requires the group to:
(i) provide  third country supervisory authorities with any information necessary for the purposes of supervision; 
(ii) report significant risk concentration at the level of the group and significant intra-group transactions, on at least an annual basis;
(iiiii) disclose publicly, on at least an annual basis, a report on the solvency and financial condition of the group which is equivalent to that specified in Article 51 of Directive 2009/138/EC;
(l) whether the prudential regime of that third country requires that proposed changes to the business policy or management of the group, or to qualifying holdings in the group, are consistent with the sound and prudent management of the group;
(m) whether the assessment of the financial position of the group relies on sound economic principles and whether the assessment of solvency is based on an economic valuation of all assets and liabilities; 
(n) whether the prudential regime of that third country requires the group to hold adequate financial resources including:
(i) a requirement that the group establishes technical provisions with respect to all of its insurance and reinsurance obligations towards policy holders and beneficiaries of insurance and reinsurance undertakings which are part of the group;
(ii) a requirement that assets held to cover technical provisions are invested in the best interests of all policy holders and beneficiaries taking into account any disclosed policy objective;
	(iii) a requirement that the group only invests in assets and instruments whose risks it can properly identify, measure, monitor, manage, control and report;
(iv) whether the supervisory authorities of the third country require that the group meet capital requirements set at a level which ensures that in the event of significant losses policy holders and beneficiaries are adequately protected and continue to receive payments as they fall due to a level of confidence equivalent to that achieved by Article 101 of Directive 2009/138/EC;
(v) a requirement that insurance or reinsurance undertakings which are part of the group maintain a minimum level of capital, non-compliance with which triggers immediate and ultimate supervisory intervention; 
(vi) a requirement that the group capital requirement is met with own funds that are of a sufficient quality and which are able to absorb significant losses, and that own-fund items considered by the supervisory authorities to be of a high quality shall absorb losses both in a going concern and in case of a winding up;  
(o) whether the capital requirements of the prudential regime of that third country are risk-based with the objective of capturing quantifiable risks and that where a significant risk is not quantifiable and can notcannot be captured in the capital requirements, then that risk is addressed through another supervisory mechanism;
(p) whether the prudential regime of that third country ensures timely intervention by supervisory authorities of the third country in the event that the capital requirement referred to in point (n)(iv) is not complied with;  
(q) whether the supervisory authorities of the third country restrict the use of own-fund items of a related insurance or reinsurance undertaking where they consider that they cannot effectively be made available to cover the capital requirement of the participating undertaking for which the group solvency is calculated; 
(r) whether the calculation of group solvency in the third country's prudential regime produces a result that is at least equivalent to the result achieved by either one of the calculation methods set out in Articles 230 and 233 of Directive 2009/138/EC, or a combination of them, and that calculation ensures that there is no double use of own funds to meet the group capital requirement and that the intra-group creation of capital through reciprocal financing is eliminated;   
(s)	whether the solvency regime of the third country provides that all persons who are working or who have worked for the supervisory authorities of that third country, as well as auditors and experts acting on behalf of those authorities, are bound by obligations of professional secrecy and whether such obligations of professional secrecy extend to information received from all supervisory authorities; 

(t)	whether the solvency regime of the third country provides that, without prejudice to cases covered by criminal law, any confidential information received by all persons who are working or who have worked for the supervisory authorities of that third country is not divulged to any person or authority whatsoever, except in summary or aggregate form, such that individual insurance and reinsurance undertakings cannot be identified; 

(u)	whether the solvency regime of the third country provides that, where an insurance or reinsurance undertaking has been declared bankrupt or is being compulsorily wound up, confidential information which does not concern third parties involved in attempts to rescue that undertaking may be divulged in civil or commercial proceedings;

(v)	whether country supervisory authorities which receive confidential information from  other supervisory authorities only use that information in the course of their duties and for the following purposes:
 	(i) to check that the conditions governing the taking-up of business, system of governance and public disclosure and solvency assessment have been met;
			(ii) to impose sanctions;
	(iii) in administrative appeals against decisions of the supervisory authorities;
	(iv) in court proceedings relating to the solvency regime in that third country;
(w)	whether third country supervisory authorities are permitted to exchange information received from supervisory authorities, in the discharge of their supervisory functions or the detection and investigation of breaches of company law, with other authorities, bodies or persons where that that authority, body or person is subject to the obligation of professional secrecy in the relevant third country and whether that information is only disclosed once the express agreement of the supervisory authority from which it originates has been obtained and, where appropriate, has been obtained solely for the purposes for which the authority gave its agreement.
Article 376  TGSTCE1
Transitional Arrangements 
1.	The conditions to be fulfilled by 31 December 2013 in order to apply the transitional arrangements referred to in Article 260(4) of Directive 2009/138/EC are the following: 
(a) 	whether a public commitment has been made by the third country supervisory authorities to introduce a solvency regime that is capable of satisfying the criteria set out in Article GSTCE1 by 31 December 2018; 
(b) 	whether a programme has been established by the third country supervisory authorities for converging to a solvency regime that:
(i) is capable of satisfying the criteria set out in Article GSTCE1; 
(ii) includes clear indicators for when and how the criteria set out in Article GSTCE1 are to be met;
(iii) is comprehensive and capable of being completed by 31 December 2018;  
(c) whether the supervisory authorities in that third country have the resources necessary for the completion of the convergence programme and have allocated those resources to its implementation;
(d) whether the third country currently has a supervisory regime that is risk-based or has taken action to move towards such a system; 
(e) whether the third country's supervisory authorities have declared their willingness to engage in the equivalence assessment process and to cooperate and exchange information with supervisory authorities in Members States;
(f) whether all persons who are working or who have worked for the supervisory authorities, as well as auditors and experts acting on behalf of those authorities of the third country are bound by obligations of professional secrecy.
2.		The transitional arrangements referred to in Article 260(4) of Directive 2009/138/EC may only be granted for a period of 5 years ending on 31 December 2018, or until the date on which the solvency regime of that third country has been deemed to be equivalent, whichever is the earliest, 
4.  	No later than 31 December 2016 the Commission shall review, in relation to each third country for which a positive equivalence decision has been made, the progress that has been made by each third country supervisory authorities in meeting the requirements of the convergence programme referred to in paragraph 1.
5.	Where the Commission grants a positive equivalence decision to a third country for the period referred to in paragraph 2, the supervisory authority which would be the group supervisor if the criteria set out in Article 247(2) were to apply may still impose additional supervisory reporting requirements on insurance and reinsurance undertakings and insurance holding companies which have their head office in the Union.
The additional supervisory reporting requirements referred to in the first subparagraph may only be imposed where it is necessary for the supervisory authority to exercise supervision over risk concentrations and intra-group transactions within the group or to obtain a proper understanding of all material risks to which the group is exposed. 

TITLE IV
FINAL PROVISIONS

This Regulation shall enter into force on the […] day following that of its publication in the Official Journal of the European Union.
This Regulation shall be binding in its entirety and directly applicable in all Member States.
Done at Brussels, […]
	For the Commission
	The President

	


On behalf of the President
	[…]
	[Position]
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ANNEX PD1
STRUCTURE OF THE SOLVENCY AND FINANCIAL CONDITION REPORT AND REGULAR SUPERVISORY REPORT

Summary
A. Business and Performance
A.1 Business 
A.2 Underwriting Performance 
A.3 Investment Performance 
A.4 Performance of other activities
A.5 Any other information
B. System of Governance
B.1 General information on the system of governance 
B.2 Fit and proper requirements
B.3 Risk management system including the own risk and solvency assessment
B.4 Internal control system
B.5 Internal audit function
B.6 Actuarial function
B.7 Outsourcing 
B.8 Any other information
C. Risk Profile
C.1 Underwriting risk
C.2 Market risk
C.3 Credit risk
C.4 Liquidity risk
C.5 Operational risk
C.6 Other material risks
C.7 Any other information
D. Valuation for Solvency Purposes
D.1 Assets
D.2 Technical provisions
D.3 Other liabilities
D.4 Alternative methods for valuation
D.5 Any other information
E. Capital Management
E.1 Own funds
E.2 Solvency Capital Requirement and Minimum Capital Requirement
E.3 Use of the duration-based equity risk sub-module in the calculation of the Solvency Capital Requirement
E.4 Differences between the standard formula and any internal model used
E.5 Non-compliance with the Minimum Capital Requirement and non-compliance with the Solvency Capital Requirement
E.6 Any other information






ANNEX TA1: AGGREGATE STATISTICAL DATA
Part A: Data on supervised undertakings and groups 
Data with regard to insurance and reinsurance undertakings supervised under Directive 2009/138/EC.
1. The number of insurance and reinsurance undertakings, the number of branches as referred to in Article 13(11) of Directive 2009/138/EC and the number of branches as referred to in Article 162(3) of Directive 2009/138/EC established in the Member State of the supervisory authority;
2. The number of branches of insurance and reinsurance undertakings established in the Member State of the supervisory authority carrying out relevant business in one or more other Member States; 
3. The number of insurance undertakings established in the Member State of the supervisory authority pursuing business in other Member States under the freedom to provide services;
4. The number of insurance undertakings established in other Member States which have notified their intention to pursue business in the Member State of the supervisory authority under the freedom to provide services and those which actually pursue business;
5. The number of insurance and reinsurance undertakings falling outside the scope of Directive 2009/138/EC;
6. The number of special purpose vehicles authorised in accordance with Article 211 of Directive 2009/138/EC;
7. The number of insurance and reinsurance undertakings subject to reorganisation measures or winding-up proceedings;
8. The number of insurance and reinsurance undertakings and the number of their portfolios where the matching adjustment referred to in Article 77b of Directive 2009/138/EC is applied.
9. The number of insurance and reinsurance undertakings applying the volatility adjustment referred to in Article 77d of Directive 2009/138/EC.
10. The number of insurance and reinsurance undertakings applying the transitional risk-free interest rate term structure referred to in Article 308c Directive 2009/138/EC.
11. The number of insurance and reinsurance undertakings applying the transitional deduction to technical provisions referred to in Article 308d Directive 2009/138/EC. 
12. The total amount of assets of the insurance and reinsurance undertakings valued in accordance with Article 75 of Directive 2009/138/EC, by material asset classes; 
13. The total amount of liabilities of the insurance and reinsurance undertakings valued in accordance with Articles 75 to 86 of Directive 2009/138/EC, divided by technical provisions and other liabilities, with separate indication of the subordinated liabilities which are not included in the own funds;
14. The total amount of basic own funds, with separate indication of the subordinated liabilities which are included in own funds, and the total amount of ancillary own funds; 
15. The total eligible amount of own funds to cover the Solvency Capital Requirement, classified by tiers;
16. The total eligible amount of basic own funds to cover the Minimum Capital Requirement, classified by tiers;
17. The total amount of the Minimum Capital Requirement; 
18. The total amount of the Solvency Capital Requirement; 
19. Where the Solvency Capital Requirement is calculated using the standard formula the total amount of the Solvency Capital Requirement by risk module and sub-module - at the level of aggregation available - expressed as percentage of the total amount of the Solvency Capital Requirement ;
15bis. Where the Solvency Capital Requirement for credit risk is calculated using the standard formula the total amount of the Solvency Capital Requirement for spread risk and market risk concentration sub-modules and for counterparty default risk module for which a reassessment of the credit quality steps of the larger or more complex exposures has been conducted in accordance with paragraph 48 of Article 141- at the level of aggregation available - expressed as percentage of the total amount of the respective sub-modules or module ;
20. Where the Solvency Capital Requirement is calculated using an approved partial internal model the total amount of the Solvency Capital Requirement by risk module and sub-module - at the level of aggregation available - expressed as percentage of the total amount of the Solvency Capital Requirement; data on internal models which scope includes credit risk in both market risk and counterparty default risk shall be separately disclosed;
21. The number of insurance and reinsurance undertakings using an approved full internal model and the number of insurance and reinsurance undertakings using an approved partial internal model for the calculation of the Solvency Capital Requirement; data on internal models which scope includes credit risk in both market risk and counterparty default risk shall be separately disclosed;
22. The number of capital add-ons, the average capital add-on per undertaking and the distribution of capital add-ons measured as a percentage of the Solvency Capital Requirement, with regard to all insurance and reinsurance undertakings supervised under Directive 2009/138/EC.
The information set out in paragraphs 1 to 5, 7 to 17 shall be provided separately for:
· all insurance and reinsurance undertakings;
· life insurance undertakings;
· non-life insurance undertakings;
· insurance undertakings which simultaneously pursue both life and non-life insurance activities;
· reinsurance undertakings.
Data with regard to insurance groups supervised under Directive 2009/138/EC 
23. The number of insurance groups of which the supervisory authority is the group supervisor including, the number of insurance and reinsurance subsidiary undertakings at national level, in other  Member States and third countries, further split by equivalent and non -equivalent third countries in accordance with Article 260 of Directive 2009/138/EC ; 
24. The number of insurance groups of which the supervisory authority is the group supervisor, where the ultimate parent insurance or reinsurance undertaking or insurance holding company or mixed financial holding company which has its head office in the Community is a subsidiary undertaking of a company which has its head office outside of the Community;
25. The number of ultimate parent insurance or reinsurance undertakings or insurance holding companies or mixed financial holding companies subject to group supervision at national level by the supervisory authority in accordance with Article 216 of Directive 2009/138/EC, including for each such undertaking and holding company the number of its insurance and reinsurance subsidiary undertakings at national level, in other Member States and third countries, further split by equivalent and non -equivalent third countries in accordance with Article 260 of Directive 2009/138/EC;
26. The number of ultimate parent insurance or reinsurance undertakings or insurance holding companies or mixed financial holding companies subject to group supervision at national level by the supervisory authority in accordance with Article 216 of Directive 2009/138/EC, where another related ultimate parent undertaking at national level is present as referred to in Article 217 of Directive 2009/138/EC;
27. The number of cross-border insurance groups where the supervisory authority is the group supervisor;
28. The number of insurance groups that have been allowed to use method 2 or a combination of methods 1 and 2 in accordance with Article 220(2) of Directive 2009/138/EC for the calculation of the solvency at the level of the group;
29. The total amount of the group eligible own funds for the insurance groups of which the supervisory authority is the group supervisor, separately for group eligible own funds calculated in accordance with method 1 as referred to in Article 230(1) of Directive 2009/138/EC and for group eligible own funds calculated in accordance with method 2 as referred to in Article 233 of Directive 2009/138/EC;
30. The total amount of the group Solvency Capital Requirement for the insurance groups of which the supervisory authority is the group supervisor separately for the group Solvency Capital Requirement calculated in accordance with method 1 as referred to in Article 230(1) of Directive 2009/138/EC, calculated in accordance with method 2 as referred to in Article 233 of Directive 2009/138/EC and in accordance with a combination of methods 1 and 2; 
31. The number of insurance groups of which the supervisory authority is the group supervisor using an approved full internal model for the calculation of the group Solvency Capital Requirements, and the number of insurance groups of which the supervisory authority is the group supervisor using an approved partial internal model for the calculation of the group Solvency Capital Requirement. The information shall be disclosed separately for approvals in accordance with Article 230 and Article 231 of Directive 2009/138/EC.
The information set out in paragraphs 1 to 27 shall be provided in relation to the end of the last calendar year. In relation to paragraphs 8 to 17, 25 and 26 the information shall relate to the financial year ends of insurance and reinsurance undertakings and insurance groups which ended in the last calendar year.
Part B: Data on the supervisory authority
1. The structure of the supervisory authority including the number of staff at the end of the last calendar year;
2. The number of on-site inspections undertaken both at solo and group level, and the total number of man-days spent on them, also specifying the number of regular inspections and ad-hoc inspections, inspections mandated to third parties and on-site inspections under group supervision which were undertaken jointly with other members of the group's College of supervisors ; data on inspections conducted in order to review and evaluate the reliance of undertakings on external ratings shall be separately disclosed;
3. The number of formal reviews both at solo and group level, of ongoing compliance of full or partial internal models with the requirements in relation to the number of internal models in use; data on reviews conducted in order to review and evaluate the reliance of undertakings on external ratings shall be separately disclosed;
4. The number of partial and of full internal models submitted for approval and how many of those application were successful, divided into solo undertakings and groups; data on internal models which scope includes credit risk in both market risk and counterparty default risk shall be separately disclosed;
5. The number of corrective measures taken, as defined by Articles 110, 117, 119, 137, 138 and 139 of Directive 2009/138/EC, by type of measure; the number of corrective measures as defined by Article 119 triggered by a deviation of the risk profile of the insurance or reinsurance undertakings with respect to their credit risk;
6. The number of authorisations withdrawn; 
7. The number of authorisations granted to insurance or reinsurance undertakings;
8. The criteria used for the application of capital add-ons and the criteria for their calculation and removal;
9. The number of applications submitted to the supervisory authorities to use the matching adjustment referred to in Article 77b Directive 2009/138/EC and how many were successful.
10. Where Member States have chosen to require prior approval for use of the volatility adjustment referred to in Article 77d of Directive 2009/138/EC, the number of applications submitted to the supervisory authorities to use this adjustment and how many were successful.
11. The number of extensions granted in accordance with Article 138(4) of Directive 2009/138/EC, and their average duration; 
12. The number of authorisations granted in accordance with Article 304 of Directive 2009/138/EC;
13. The number of applications submitted to the supervisory authorities to use the transitional risk-free interest rate term structure referred to in Article 308c Directive 2009/138/EC, how many were successful and the number of decisions to revoke the approval of this transitional measure pursuant to article 308e of Directive 2009/138/EC.
14. The number of applications submitted to the supervisory authorities to use the transitional deduction to technical provisions referred to in Article 308d Directive 2009/138/EC and how many were successful.
15. The number of meetings of Colleges of supervisors which the supervisory authority attended as a member and those chaired as group supervisor;
16. The number of applications submitted to the supervisory authorities for the approval of ancillary own funds, how many of those applications were successful and the main feature of the items approved; 
17. The number of instances where insurance or reinsurance undertakings have demonstrated to the satisfaction of the supervisory authority that the assumption set out in RFFSCR2(7) that there is no diversification of risks between ring-fenced funds and the rest of the insurance or reinsurance undertaking is inappropriate in the specific circumstances of the undertaking;
18. The number of applications submitted to the supervisory authorities for approval of the assessment and classification of own-fund items, which are not covered by the list of the Articles COF1, COF3, COF5, COF7 and COF9, how many of those applications were successful, the main features of the items and the method used to assess and classify them;
19. The number and scope of peer review analyses organised and conducted by EIOPA in accordance with Article 30 of the Regulation 2010/1094/EC, in which the supervisory authority participated.  
The information set out in paragraphs 2 to 15 shall be provided in relation to the last calendar year.

